AUTHENTICATED 
US. GOVERNMENT 
INFORMATION ^ 


S. Hrg. 112-441 

HOLDING THE CFPB ACCOUNTABLE: REVIEW OF 
HRST SEMI-ANNUAL REPORT 


HEARING 

BEFORE THE 

COMMITTEE ON 

BANKING, HOUSING, AND URBAN AFFAIRS 
UNITED STATES SENATE 

ONE HUNDRED TWELETH CONGRESS 
SECOND SESSION 
ON 

REVIEWING THE FIRST SEMI-ANNUAL REPORT, EXAMINING HOW WELL 
THE CONSUMER FINANCIAL PROTECTION BUREAU IS FULFILLING ITS 
MISSION HOLDING THE CFPB ACCOUNTABLE 


JANUARY 31, 2012 


Printed for the use of the Committee on Banking, Housing, and Urban Affairs 



Available at: http://www.fdsys.gov/ 


U.S. GOVERNMENT PRINTING OFFICE 
74-650 PDF WASHINGTON : 2013 


For sale by the Superintendent of Documents, U.S. Government Printing Office 
Internet: bookstore.gpo.gov Phone: toll free (866) 512-1800; DC area (202) 512-1800 
Fax: (202) 512-2250 Mail: Stop SSOP, Washington, DC 20402-0001 


COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS 


TIM JOHNSON, 
JACK REED, Rhode Island 
CHARLES E. SCHUMER, New York 
ROBERT MENENDEZ, New Jersey 
DANIEL K. AKAKA, Hawaii 
SHERROD BROWN, Ohio 
JON TESTER, Montana 
HERB KOHL, Wisconsin 
MARK R. WARNER, Virginia 
JEFF MERKLEY, Oregon 
MICHAEL F. BENNET, Colorado 
KAY HAGAN, North Carolina 


South Dakota, Chairman 

RICHARD C. SHELBY, Alabama 
MIKE CRAPO, Idaho 
BOB CORKER, Tennessee 
JIM DeMINT, South Carolina 
DAVID VITTER, Louisiana 
MIKE JOHANNS, Nebraska 
PATRICK J. TOOMEY, Pennsylvania 
MARK KIRK, Illinois 
JERRY MORAN, Kansas 
ROGER F. WICKER, Mississippi 


Dwight Eettig, Staff Director 
William D. Duhnke, Republican Staff Director 

Charles Yi, Chief Counsel 
Catherine Galicia, Counsel 
Laura Swanson, Policy Director 
William Fields, Legislative Assistant 

Andrew Olmem, Republican Chief Counsel 
Beth Zorc, Republican Counsel 

Dawn Ratliff, Chief Clerk 
Riker Vermilye, Hearing Clerk 
Shelvin Simmons, IT Director 
Jim Crowell, Editor 


(II) 



CONTENTS 


TUESDAY, JANUARY 31, 2012 

Page 

Opening statement of Chairman Johnson 1 

Opening statements, comments, or prepared statements of: 

Senator Shelby 3 

WITNESS 

Richard Cordray, Director, Consumer Financial Protection Bureau 5 

Prepared statement 33 

Response to written questions of: 

Senator Shelby 35 

Senator Johanns 50 

Additional Material Supplied for the Record 

Semi-Annual Report of the Consumer Financial Protection Bureau 80 

GAO Financial Audit: Bureau of Consumer Financial Protection’s Fiscal Year 

2011 Financial Statements 133 

Testimony Before Congress by CFPB Officials sheet 188 

The CFPB Obligations and Transfers tables 189 


(HI) 




HOLDING THE CFPB ACCOUNTABLE: REVIEW 
OF FIRST SEMI-ANNUAL REPORT 


TUESDAY, JANUARY 31, 2012 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Washington, DC. 

The Committee met at 10:04 a.m. in room 538, Dirksen Senate 
Office Building, Hon. Tim Johnson, Chairman of the Committee, 
presiding. 

OPENING STATEMENT OF CHAIRMAN TIM JOHNSON 

Chairman JOHNSON. Good morning. I call this hearing to order. 

Before we begin, I would like to send my best wishes to Senator 
Mark Kirk for a speedy recovery. Senator Kirk is a valued Member 
of this Committee and he is the Ranking Member of the Mil Con/ 
VA Subcommittee on Appropriations, which I chair. I have no 
doubt that with his strong will and determination, he will be back 
at work as soon as humanly possible. Our thoughts and prayers are 
with him and I look forward to his return. 

Today marks the first Banking Committee hearing of the year. 
I am confident that we will have another productive year in the 
Committee as we build on the foundation set in the first session. 

Our Committee tackled an aggressive agenda last year and I 
thank all of my colleagues for their contributions. In 2011, we held 
72 public hearings and Executive Sessions, including 60 oversight 
hearings. Of those, 26 were Subcommittee hearings and I want to 
commend each of our Subcommittee Chairs and Ranking Members 
for their leadership. Additionally, we held over 70 bipartisan staff 
briefings. 

I am proud to say that we were successful at finding bipartisan 
consensus more than a few times. The Committee reported out fa- 
vorably 26 nominations, with the full Senate confirming 17 of those 
nominees. We also unanimously approved two long-term reauthor- 
izations, for the National Flood Insurance Program and for the 
charter of the Export-Import Bank of the United States. 

Senator Shelby, I would like especially to thank you for working 
with me last year to plan bipartisan hearings to lay the foundation 
together for housing finance reform. I am hopeful that in 2012, we 
can continue to work across the aisle, and I am encouraged by the 
bipartisan markup scheduled for later this week. On Thursday, I 
expect this Committee to approve bipartisan bills reauthorizing our 
national transit programs and increasing sanctions on Iran. 

Looking ahead to the rest of the year, my priorities will be to 
oversee implementation of the Wall Street Reform, to continue 
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building consensus on housing finance reform, and to look out for 
the interests of rural and tribal areas and the smaller financial in- 
stitutions that serve them, to strengthen national and international 
security, to act on the President’s nominees, and to pass critical 
program reauthorizations. 

The Committee will also continue to closely monitor the situation 
in Europe, as well as explore new issues, such as the development 
of mobile payments. In the coming weeks, we will take a closer look 
at the state of the housing market, examine some of the proposals 
for addressing housing stock surplus, and hear from the Federal 
Reserve on the upcoming monetary policy report. 

Based on the bipartisan successes we had last year and the im- 
perative to meet the continued economic challenges that face our 
country, I remain optimistic we will find common ground again this 
year. 

Let me now turn to an issue that we should all agree on, exam- 
ining how well the Consumer Financial Protection Bureau is ful- 
filling its mission. I would like to welcome Richard Cordray, the 
newly appointed Director of the Consumer Bureau to the Com- 
mittee to provide testimony and the Bureau’s first semi-annual re- 
port to Congress. 

I would remind my colleagues that we are not here today to de- 
bate Mr. Cordray’s appointment. Our job is to roll up our sleeves 
and provide meaningful oversight of the Consumer Bureau to make 
sure that it is doing its job of protecting consumers and fostering 
an open and efficient consumer financial marketplace. 

The Wall Street Reform Act gave this Committee an important 
tool to help ensure that the Bureau is accountable to American con- 
sumers by requiring the Director to appoint to and appear before 
this Committee at least two times a year. It is our job to help make 
sure that the agency is doing its job effectively and efficiently. 

So to my colleagues who do not believe that the Consumer Bu- 
reau is accountable, I point out the simple fact that it is, and that 
is why we are here today. 

Mr. Cordray, I know that you share my strong commitment to 
oversight, accountability, and transparency of the Consumer Bu- 
reau. In fact, this is the 13th time since Wall Street Reform be- 
came law that a Bureau employee has appeared before a committee 
of Congress. And your agency’s outreach to stakeholders in your 
rulemaking process has been applauded across the board. 

It has been 6 months since the Consumer Bureau officially 
opened for business and only 4 weeks since it acquired all of its 
powers. Yet in that short time. Bureau employees have been hard 
at work. They have finalized a rule on consumer remittances and 
are currently reviewing comments on close to 20 other proposals. 
They have developed the “Know Before You Owe” programs, which 
are meant to simplify mortgage and credit card disclosures. They 
are developing a student loan worksheet to help students and their 
families shop for loans. They have also rolled out supervisory and 
examination programs for large depository institutions and for non- 
depository institutions. Mr. Cordray, we look forward to hearing 
from you in greater detail about this ongoing work. 

Recently, you made comments about the CFPB’s role in reducing 
regulatory burden on small community banks and credit unions. 



3 


This is an important issue to the consumers and institutions in my 
State of South Dakota. I am interested to hear more about the Bu- 
reau’s plan to ensure that in future rulemakings the right balance 
is struck between consistent protections for consumers and regula- 
tions for small institutions. 

Finally, I would like to hear about progress in two areas that the 
Committee reviewed last fall, consumer protections for 
servicemembers and veterans and for older Americans. 

Mr. Cordray, although you and your staff of the Consumer Bu- 
reau are faced with a difficult task, I have confidence that you are 
all up to the challenge. I look forward to your testimony and work- 
ing with you to enhance our consumer financial markets. 

Now I turn to Ranking Member Shelby for his statement. 

STATEMENT OF SENATOR RICHARD C. SHELBY 

Senator Shelby. Thank you, Mr. Chairman. 

Today, the Committee will hear from Richard Cordray, the Direc- 
tor of the Bureau of Consumer Financial Protection. Since the Bu- 
reau was first proposed, I have expressed my grave concerns about 
its lack of accountability. I did not think then and I still maintain 
that it is inconsistent with our constitutional values to have so 
much power vested in the hands of one bureaucrat without ade- 
quate supervision by the elected representatives of the American 
people. Nevertheless, the Dodd-Frank Act intentionally designed 
the Bureau to be free of even the most basic checks and balances. 

Unfortunately, the President has now circumvented one of the 
only remaining checks with his recess appointment of Mr. Cordray. 
I suspect that the Supreme Court will ultimately decide the con- 
stitutionality of the President’s action. Until then, Mr. Cordray has 
indicated that he will exercise the full authorities of the Bureau. 

Because of the structure of the Bureau, this means that Mr. 
Cordray will have unfettered power over the operation of the Bu- 
reau. His decisions alone will determine how the Bureau ap- 
proaches its work. If he so chooses, he does not have to answer to 
anyone. This is not a choice any bureaucrat should have. Since his 
appointment, Mr. Cordray has indicated that he intends to proceed 
cautiously and prudently when he exercises his authority. The real 
test, however, will be whether this caution finds its way into the 
Bureau’s actions. 

Unfortunately, the Bureau’s early history is not encouraging. 
Over the past year, actions taken by the Bureau have repeatedly 
been inconsistent with the promise of its leaders. For example, 
under Dodd-Frank, the Bureau is required to convene panels of 
small businesses to discuss the impact of proposed regulations. Mr. 
Cordray himself has stated that the Bureau would convene these 
small business panels, and I quote, “not just because the law tells 
us to do so, but because we recognize that it will help us do our 
work better.” Since its inception, however, the Bureau has yet to 
convene a single small business panel, despite having issued mul- 
tiple rules. 

Moreover, the Bureau has indicated that it has no plans to con- 
vene these panels for some of its most important rulemakings, in- 
cluding rules on mortgage underwriting standards. Officials at the 
Bureau have said that it will comply with the Administrative Pro- 
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cedures Act. They have even pointed to the APA as one of the 
checks on the Bureau’s authority. Yet the Bureau has repeatedly 
evaded the intent of the APA by issuing interim final rules without 
asking for public comment before the rules become effective. 

Consequently, the Bureau has been able to impose costly regula- 
tions on the American economy without providing the American 
people with any opportunity for comment. Listening to the rhetoric 
coming from the Bureau’s leadership, one would think that the Bu- 
reau would have gone out of its way to actively seek public com- 
ment on its rules. In a speech last year, the Bureau’s Deputy Direc- 
tor outlined how the Bureau would approach its work. He stated, 
and I quote, “The Bureau will invite public input to provide a fact 
base to help the Bureau evaluate the cost, benefits, and impacts of 
those rules and to suggest alternatives.” Those were his words. He 
also stressed that the Bureau was, quote, “going to be fact-based, 
pragmatic, and deliberative.” The Bureau’s recent rulemaking proc- 
ess suggests that its officials like to give the appearance of listen- 
ing to the public, but really believe that the Bureau knows what 
is best without much public interference. Moreover, it suggests that 
the Bureau’s own agenda will not be impeded by procedures or the 
need to collect facts and public comments. 

The Bureau’s recent rule on remittance transfers provides an- 
other example of the divergence between the Bureau’s rhetoric and 
its actual operation. The leadership of the Bureau has said that it 
will seek, quote, “to make regulations more effective at achieving 
intended benefits for consumers while lowering costs for lenders.” 
The Bureau’s remittance transfer rule suggests that lowering costs 
is not high on its priorities. The primary purpose of the rule is to 
lower the cost of remittances, yet the Bureau’s own analysis reveals 
that compliance with this rule will require more than 7.6 million 
hours. That means that more than 3,800 full-time employees will 
be required to work on compliance for this single rule. 

So rather than conduct a cost-benefit analysis to determine if 
this rule is justified, the Bureau has indicated that it will impose 
the rule and examine its impact after the fact. Ironically, we were 
told that the Bureau would be a data-driven agency where research 
was core to its work. In contrast, the Bureau’s remitted transfer 
rule suggests that when it comes to basing its rules on a thorough 
examination of facts and data, the Bureau is not all that interested 
in living up to its own rhetoric. 

Early last year, 44 of my colleagues and I sent a letter to the 
President stating that we would refrain from considering the nomi- 
nation of any person to be the Bureau’s first Director until certain 
changes were made to the Bureau’s structure, not its authorities. 
During the September hearing on Mr. Cordray’s nomination here, 
I stated that I believed that these changes would help to preserve 
the system of checks and balances embodied in our Constitution. 
Mr. Cordray’s recess appointment has shown, however, that the 
President is not much interested in any constitutional checks on 
his power. My Democratic colleagues seem to share the same opin- 
ion. 

The Bureau is budgeted to receive a total of $329 million in 
funds from the Federal Reserve Board this year. This could grow 
to well over half-a-billion dollars as early as next year. So by de- 
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sign, these payments were made directly to the Bureau without 
any oversight through any Congressional appropriations process. 

It is also my understanding that the Bureau has already hired 
800 people, and it has been reported that the Bureau hopes to hire 
as many as 1,000 people by the end of this year, some making more 
than $225,000 a year. How have my Democratic colleagues in the 
Senate responded to this incredible bureaucratic expansion? They 
have resisted every Republican effort to make the Bureau more ac- 
countable to the American people by changing the structure. To 
make things worse, they have also cut this Committee’s funding by 
25 percent, making it even more difficult to oversee these massive 
bureaucracies that are growing in power and size under Dodd- 
Frank. 

As I have said many times, things are not getting better, just 
bigger and more unaccountable. In fact, our financial regulators 
have become bureaucracies that are now too big to oversee and it 
is only getting worse under the Democratic rule. Our financial reg- 
ulators now resemble the financial firms they were created to regu- 
late. 

The Consumer Bureau is the most recent iteration of the same 
problem. It tells the public one thing but delivers another. It 
evades the law by relying on technicalities and small print. It ig- 
nores consumers while advancing its own special interests. And it 
operates behind a facade of accountability when it, in fact, exer- 
cises unchecked power in the marketplace. 

Just as financial firms need to be held accountable, so do finan- 
cial regulators. I believe that the Bureau’s short history has only 
made the case for reform even more compelling. 

Thank you, Mr. Chairman. 

Chairman JOHNSON. Thank you. Senator Shelby. 

Are there any other Members who wish to make a brief opening 
statement? 

Thank you all. I want to remind my colleagues that the record 
will be open for the next 7 days for opening statements and any 
other material you would like to submit. 

With that, Mr. Cordray, you may proceed with your testimony. 

STATEMENT OF RICHARD CORDRAY, DIRECTOR, CONSUMER 
FINANCIAL PROTECTION BUREAU 

Mr. Cordray. Thank you, Mr. Chairman, Ranking Member Shel- 
by, and Members of the Committee. We want to thank you for this 
opportunity to present the first semi-annual report of the Con- 
sumer Financial Protection Bureau detailing the Bureau’s work in 
its first 6 months. 

Before I became Director, I promised Members of Congress in 
both chambers and on both sides of the aisle, including a number 
of you, that I would be accountable to you for how the Consumer 
Bureau carries out the laws you have enacted. I said that I would 
always welcome your thoughts about our work. I stand by that 
commitment today. I am pleased to be here to tell you about our 
work and to answer your questions. 

The people who work at the Consumer Bureau are always happy 
to discuss our work with the Congress. This is the 13th time we 
have testified before either the House or the Senate, and my col- 
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leagues and I look forward to working closely with you, with the 
businesses who serve their customers in the consumer finance mar- 
kets, and with the hundreds of millions of American consumers 
themselves. 

I am honored to serve as the first Director of the new Consumer 
Bureau. I am energized and inspired by the many talented people 
who work at the Bureau and I am driven by the challenges and re- 
sponsibilities of our mission to protect American consumers. 

Our mission is of critical importance to making life better for 
Americans. Consumer finance is a big part of all our lives. Mort- 
gages allow people to buy a home and spread the payments over 
many years. Student loans give young people with talent and ambi- 
tion the opportunity to get an education. Credit cards give us im- 
mediate and convenient access to money when we need it. These 
products enable people to achieve their dreams. But as we have all 
seen in recent years, they can also create dangers and pitfalls if 
they are misused or not properly understood. 

During my years in State and local government, I became deeply 
engaged in consumer finance issues. I saw good people struggling 
with debt they could not afford. Sometimes those people made bad 
decisions they came to regret. Sometimes an unexpected event, like 
a loved one getting sick or a family member losing a job, over- 
whelmed even their most careful planning. Still other times, I saw 
unscrupulous businesses who obscured the terms of loans or en- 
gaged in outright fraud, causing substantial harm to unsuspecting 
consumers, even ruining their lives and devastating their commu- 
nities. 

I am certain that each one of you hears every day from your 
friends, your neighbors, and your constituents who have these 
kinds of stories to tell. These people do not want or expect any spe- 
cial favors. They just ask for a fair shake and a system of consumer 
finance that actually works for consumers and a chance to get back 
on track toward the American dream. 

One of our primary objectives at the Consumer Bureau is to 
make sure the costs and risks of financial products are made clear. 
People can make their own decisions and nobody can or should try 
to do that for them. But it is the American way for responsible 
businesses to be straightforward and up front with their customers, 
giving them all the information they need to make informed deci- 
sions. That is good for honest businesses and it is good for our 
economy. 

A particular quote caught my eye recently which embodies this 
view. It goes, “free men engaged in free enterprise build better na- 
tions with more and better goods and services, higher wages, and 
higher standards of living for more people. But free enterprise is 
not a hunting license.” That was Governor Ronald Reagan in 1970. 
I agree with what he said and it is a view widely shared by the 
people who work with me at the Consumer Bureau. 

So another key objective is making sure that both banks and 
their nonbank competitors receive the even-handed oversight nec- 
essary to promote a fair and open marketplace. Our supervisors 
will be going onsite to examine their books, ask tough questions, 
and fix the problems we uncover. Under the laws enacted by Con- 
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gress and with the Director now in place, we have the ability to 
make sure this is true across all financial products and services. 

The Consumer Bureau will also make clear that violating the law 
has consequences. Through our field examiners, our direct contact 
with consumers and businesses, and our highly skilled researchers, 
we have multiple channels to know the actual facts about what is 
happening in the marketplace. We plan to use all the tools avail- 
able to us to ensure that everyone respects and follows the rules 
of the road. Where we can cooperate with financial institutions to 
do that, we will. When necessary, however, we will not hesitate to 
use enforcement actions to right a wrong. 

As we move forward with our work, we need to hear directly 
from the consumers we protect and the businesses who serve them. 
We do this on our Web site, consumerfinance.gov, where customers, 
consumers, and businesses are all able to tell us their stories. 

We also make it a point to get out of Washington regularly and 
hear from people firsthand. Thus far, we have held town hall meet- 
ings in Philadelphia, Minneapolis, and Cleveland, and a field hear- 
ing in Birmingham. We are hearing from thousands of Americans 
about what works and what does not. We are listening closely and 
we hope that many of you will join us at these events when we 
come to visit your communities. 

Accomplishing our mission will take time, but as you can see 
from our semi-annual report, we are already taking important 
steps to improve the lives of consumers. 

Thank you. I look forward to your questions. 

Chairman JOHNSON. Thank you very much for your testimony. 

As we begin questions, I will ask the Clerk to put 5 minutes on 
the clock for each Member and hopefully we will have two rounds. 

As Director, you will be expected to be independent, exercise 
independent judgment, and act independently from the White 
House and the Treasury Department. Are you prepared to act inde- 
pendently and use your own judgment? 

Mr. CoRDRAY. Mr. Chairman, yes, I am, and yes, we are. We un- 
derstand that our role under the law is to be an independent Fed- 
eral agency and our job is to carry out the laws that Congress has 
enacted and protect consumers in the marketplace. We will, 
though, stand with public officials of both parties from all over the 
country. Federal, State, and local, who want to work with us to 
protect consumers. That will help us do our work. 

Chairman JOHNSON. You have talked about reducing the regu- 
latory burden on small community banks and credit unions. How 
will you ensure that the right balance is struck between consistent 
protections for consumers and your suggestion for tiered regulation 
for small institutions in the Consumer Bureau’s rulemaking? What 
other actions can the agency take to minimize the impact of regula- 
tions on these institutions without sacrificing protections for con- 
sumers? 

Mr. CORDRAY. Thank you for raising that issue, Mr. Chairman. 
Many people raised that with us. Many of the Members of this 
panel have raised that with us. First of all, I can say that I have 
made a promise openly at this Committee hearing when I was up 
for my nomination that we would work to reduce the burdens of 
our work on community banks and credit unions, who I firmly be- 
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lieve, and have said before and will say constantly, had very little 
to do — nothing, really, to do — with bringing on the financial crisis 
and have a traditional model of doing business that is consumer 
service oriented, is community oriented, and is the kind of model 
we want to encourage in this marketplace. 

I have told the community banks that I am going to create a spe- 
cial advisory panel of community banks to speak directly to me and 
to the Bureau about the work we are doing, to raise their concerns 
with us and to inform us about how we are doing and how what 
we are doing affects them. I have also pledged to do the same with 
the credit unions. 

We also are going to be mindful of that in each of our 
rulemakings. The remittance rule, which was mentioned earlier, 
that we have finalized the beginnings of that rule, includes also a 
proposed rule where we are considering further and seeking broad 
input on whether we should set a threshold for that rule so that 
community banks and credit unions below a certain threshold can 
be free of its burdens, where the burdens really outweigh the bene- 
fits to their consumers and to those institutions. So that is some- 
thing we will continue to consider in that case over the next sev- 
eral months, and we are going to take a similar approach wherever 
it is feasible, wherever it makes sense to do so, in consultation with 
the community banks and credit unions. 

Chairman JOHNSON. In November, the GAO released its annual 
audit of the Consumer Bureau’s fiscal year 2011 financial state- 
ments. The GAO gave the CFPB a clean audit and the highest rat- 
ing that not every agency receives. What steps will you take. Direc- 
tor Cordray, to ensure the Bureau continues to lead by example 
with its own finances? 

Mr. Cordray. Mr. Chairman, we were gratified to get a clean 
audit and a strong audit from the GAO. As you know, we are sub- 
ject to multiple audits per year and also to oversight by the Inspec- 
tor General of the Federal Reserve. As a public official, it has al- 
ways been important to me personally that we be able to show a 
strong record of audits in my offices — as a county treasurer, as a 
State treasurer, as a State Attorney General. In each of those of- 
fices, I inherited problems in the prior audits that we cleaned up 
and we had clean audits during my time there. I expect and intend, 
and it is important to me personally, to try to maintain a similar 
record here in this Federal agency. 

Chairman Johnson. How will your recess appointment impact 
the work of the Consumer Bureau? 

Mr. Cordray. I do not know that it will impact it at all, sir. I 
understand that I have been appointed as Director. That gives me 
responsibilities under the law to carry out, both myself and the Bu- 
reau. It feels that my legal responsibility is to do the best job I can 
at that and that is what I am totally focused on doing. 

Chairman JOHNSON. Leveling the playing field among financial 
institutions is an important part of the Consumer Bureau’s 
nonbank authority. Future rulemakings should provide consistent 
protections for consumers and regulations for all institutions that 
offer similar products. Many people are awaiting your nonbank 
large market participant rule. That rule will also provide busi- 
nesses which will now be regulated by the Consumer Bureau with 
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some legal certainty. When will the large market participant rule 
he finalized? 

Mr. CoRDRAY. The larger participant rule will he finalized on the 
statutory timeframe, which is by this summer. We are underway. 
I believe we have already put out a notice where we have asked 
for comment and we have received many comments already on 
what we might propose as that rule. We will be bringing out the 
proposed rule soon. It will be subject to the notice and comment 
process and we will transform that into a final rule on the statu- 
tory deadline that we have been given by the Congress. 

Chairman JOHNSON. Senator Shelby. 

Senator Shelby. Thank you, Mr. Chairman. 

Mr. Cordray, as I noted in my opening statement, recently, you 
stated that the Bureau will convene small business panels as part 
of its rulemaking. And your quote is, “not just because the law tells 
us to do so, but because we recognize that it will help us do our 
work better.” It is a good quote. 

However, the Bureau did not convene a panel before publishing 
the final rule on remittance transfers. I understand that you be- 
lieve you were not legally required to hold panels for this rule be- 
cause the Federal Reserve Board proposed the rule, but the intent 
of Congress, I thought, was pretty clear regarding the potential ef- 
fects of your rules on small and medium-sized businesses. 

I am concerned that you have already displayed a propensity, 
perhaps, to use technicalities to achieve your own goals. Perhaps 
I am wrong. Could you explain your actions or the actions of the 
Bureau — I know you have not been there long — regarding the small 
business panels and your intentions in the future? We think that 
is important, to comply with the letter and the spirit of the law. 

Mr. Cordray. Yes, Senator. I agree, and let me clear up the 
record on that. I appreciate the opportunity to do that. 

Senator Shelby. OK. 

Mr. Cordray. So, as I said, the small business panels — I meant 
it then and I mean it now — are both required by the law, except 
in certain instances, and they will help us do our work better. 

With respect to the remittance rule, that was a rule that was 
proposed by the Federal Reserve before we became a Bureau. We 
inherited the rule and took it through to completion. In the law, 
the timing that the Congress created on small business panels is 
that they are to be convened and we are to get their input prior 
to proposing a rule. So for the remittance rule, that time had 
passed before we gained any authority over that rule. 

What we did was we solicited broad input from all comers, in- 
cluding small businesses and others, and we took that into account 
in proposing the final rule, which has been adopted, and in further 
proposing the rule that I mentioned a moment ago, which is to set 
a threshold below which we may well find it appropriate to exempt 
smaller institutions entirely from the burdens of that, if that is ap- 
propriate. 

We do intend with our next rule, which is the consolidation of 
the forms for mortgages, to convene small business panels. In fact, 
that is underway now, the process for doing that. And we will do 
it as the law requires in every instance, again, not just because the 
law tells us to, but because it is a good idea. 
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Senator Shelby. Would you look at the possibility of revisiting, 
if you thought it was necessary — other people thought it was nec- 
essary — the rule that you just passed regarding remittances? I do 
not know the details of it. I just know it is going to cost a lot of 
money to comply with. 

Mr. CoRDRAY. Well, you know, it needs to be put in perspective. 
Our understanding is it will cost a quarter for every $100 of remit- 
tance transfers. It is a price to pay 

Senator Shelby. You are saying 25 cents, not a quarter of the 
hundred dollars, but 25 cents. 

Mr. CoRDRAY. Twenty-five cents per $100, or a quarter-of-a-cent 
per dollar. That is a price to pay, but it is a small price to pay for 
the fact there has never been any consumer protections for people 
who sent money overseas, often to loved ones and family members 
where they could not tell what money was going to be actually re- 
ceived. It was on them to have to take on the burden of any errors 
that were made. These people deserve consumer protections. 

Senator Shelby. I want to get into the area of safety and sound- 
ness in the Federal Deposit Insurance Corporation. The Dodd- 
Frank Act does not require you, as Director, to consider the safety 
and soundness of institutions or the potential for bank failures 
when you engage in rulemaking, supervisory or enforcement ac- 
tions. In fact, the drafters of Dodd-Frank were adamant about this. 
They argued that a safety and soundness check on your actions 
would essentially, quote, “gut your agency.” You stated that the 
Federal banking regulators, and I will quote you again, “have safe- 
ty and soundness as their primary concern. We have consumer pro- 
tection as our primary concern.” 

How do you intend to reconcile your actions at the Bureau, where 
I presume you will give no consideration to the safety and sound- 
ness of institutions, with your responsibilities as a Board member 
of the FDIC where there you must consider the safety and sound- 
ness of individual institutions? It looks to me like it should be a 
balance there, because safety and soundness is important, but so 
is consumer protection, both. I do not think you have one without 
the other. If you do not have safety and soundness, you might not 
have that institution. You will not have. 

Mr. CoRDRAY. Yes. I agree with that. Senator. I think it is a bal- 
ance. What I said was their primary responsibility is safety and 
soundness. Our primary responsibility is consumer protection. I 
think it would be highly irresponsible if we were to pay no atten- 
tion to safety and soundness. We are going to be consulting and co- 
ordinating with the other banking agencies at all times. That is 
why I believe Congress put us on file Financial Stability Oversight 
Council, to work with them, and to take account of their views. 

I agree with you, it would be irresponsible to think you can pro- 
tect consumers while you are killing off institutions that are serv- 
ing consumers. That does not fit together. 

Senator Shelby. There has got to be a balance, has there not? 

Mr. CoRDRAY. I agree. 

Senator Shelby. And you are going to try to have a balance? 

Mr. CoRDRAY. We will do that by listening closely to our fellow 
banking agencies who have that as their primary mission. I serve 
on the FDIC Board with them 
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Senator Shelby. I know that. 

Mr. CoRDRAY. and yes, we will. 

Senator Shelby. The area of too big to fail, very important to a 
lot of us and I hope to you. During the Senate’s consideration of 
the Dodd-Frank Act, it voted down an amendment by Senators 
Brown and Kaufman which would have limited the size of banks. 
Under the amendment, no bank would have been permitted to hold 
more than 10 percent of the total amount of insured deposits and 
a limit would have been placed on nondeposit liabilities of each 
bank at 2 percent of GDP. This amendment would have ensured 
that the failure of a single financial institution would not bring 
down the entire system. I supported the amendment. 

Do you support limiting the size of banks as proposed by the 
Brown-Kaufman amendment, and if not, what steps would you 
take to ensure that banks are not too big to fail? 

Mr. CORDRAY. Senator, my understanding of our authority at the 
Consumer Bureau is we do not have any authority over those 
issues. We do not have any authority to limit the size of banks. We 
do not have any authority to set interest rates or the price of finan- 
cial products. I do not know 

Senator Shelby. But you are on the FSOC, are you not? 

Mr. CoRDRAY. I am on the FSOC. 

Senator Shelby. Now, that is a consideration of too big to fail. 

Mr. CORDRAY. Mm-hmm. 

Senator Shelby. So you do have some — maybe not in the Bu- 
reau — 

Mr. CoRDRAY. Yes. Yes. 

Senator Shelby. but then by cause of your other placement 

of where you serve, right? 

Mr. CoRDRAY. Yes — fair enough. I would say, just to be honest 
with you, sir, I do not know that I have enough perspective at this 
point to assess the pros and cons of that amendment, so 

Senator Shelby. Well, Dr. Volcker stated here before, perhaps if 
they are too big to fail, they are too big to exist, maybe. You know, 
you have got to think about the taxpayer and so forth. 

Mr. CORDRAY. Mm-hmm. Mm-hmm. 

Senator Shelby. Thank you, Mr. Chairman. 

Chairman JOHNSON. Senator Menendez. 

Senator Menendez. Thank you, Mr. Chairman, for calling this 
hearing. 

In the worst financial crisis in generations, consumers were not 
protected from the tricks and traps, and Federal regulators were 
often more concerned about the interests of Wall Street than Main 
Street. And we now have an obligation to hold both Wall Street 
and non-Wall Street lenders and providers of financial services ac- 
countable for whether they treat consumers fairly, and it could be 
done by laying down clear rules of the road, and so that is why I 
look forward to your work at the agency. 

Let me ask you a couple of specific questions. I want to ask you 
about prepaid cards, something that I have been pursuing for a 
while now, a product whose use has exploded in the past few years, 
especially among under-banked consumers. Since credit cards, 
debit cards, and gift cards have all been regulated to some degree, 
prepaid cards remain one of the few largely unregulated products 
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in the marketplace. And as for the fees consumers pay on them, 
there are a wide range of undisclosed, and I believe in many cases 
unreasonable, fees, and they certainly do not come with FDIC in- 
surance or protection against theft or loss for the consumer. So we 
have introduced legislation, the Prepaid Card Consumer Protection 
Act. What progress has the Bureau made in analyzing this issue 
and moving forward on consumer protections on these cards? 

Mr. CoRDRAY. Let me say a couple things in response to that. 
Senator, and we appreciate your particular interest in this subject 
and the legislation you have introduced on the concerns you raised, 
both disclosures and transparency on these products and also pro- 
tections for the money that people have, in effect, deposited with 
the product as opposed to with a banking institution. 

There are two phenomena at work here. Number one, prepaid 
cards are an example of the tremendous innovation that occurs all 
the time in the financial markets. You know, just in my generation, 
when I was a kid, credit cards were a new and exotic product. Now, 
they are almost universal in our economy. Debit cards are a more 
recent product that are now widespread and in common use. Pre- 
paid cards are one of the newest products, but obviously on the cut- 
ting edge of finance. More and more people are beginning to use 
them, so we need to look and make sure that there are appropriate 
protections for consumers there. Sometimes it takes the law and 
the regulatory scheme time to catch up with innovations. 

I would also say that it is reflective of the fact that regulation 
can push usage around in the market. As you said, there are now 
protections and constraints on credit cards and new ones recently 
on debit cards. That is pushing the market more toward prepaid 
cards, which are not subject to that. So we certainly want to have 
some sort of level playing field so that products are being chosen 
by consumers and offered by institutions based on their merits, not 
because there is some sort of differential regulatory regime. 

Senator Menendez. Well, we certainly appreciate innovation and 
we want to see innovation. By the same token, when you see a 
market that goes from the regulated process to the unregulated 
process, there is a reason 

Mr. CoRDRAY. Yes. 

Senator Menendez. and part of that reason, it is far more 

profitable, because very often the circumstances under which that 
profitability is achieved is at the expense of the consumers in a dis- 
proportionate fashion. 

Mr. CORDRAY. Mm-hmm. 

Senator Menendez. So is this an area the Bureau is going to be 
looking at? 

Mr. CoRDRAY. Yes. It is an area we are looking at. It is an area 
of concern for both the reasons I stated. We are also aware that 
the Congress is looking at it, and certainly if you legislate on the 
subject, we will be happy to carry out the laws as you enact them. 

Senator Menendez. Let me ask you, you mentioned about, in 
your opening statement, about simplified rulemaking, particularly 
for smaller institutions. That is something that I think is welcome 
to a lot of the Members’ ears here. Along these lines, can you tell 
the Committee how your agency will craft regulations and provide 
regulatory guidance in a way that makes compliance simple and 
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workable for community banks and small nondeposit regulated en- 
tities? 

Mr. CORDRAY. Sure, and I will say two things about the work we 
are already doing. Number one, we are trying to be highly inclusive 
in going about this. It was mentioned earlier that maybe the Bu- 
reau has given the impression, some thought, that we know best. 
What we find is we will know better as we hear from others, both 
the people who operate in these markets, the financial institutions 
themselves, and the consumers who tell us about impacts. So our 
“Know Before You Owe” projects are pitched entirely around get- 
ting the input that allows us to streamline, simplify, and render 
more transparent the disclosures here. 

We also have inherited a huge thicket of rules from other agen- 
cies, and we have already published a public Federal Register no- 
tice asking people broadly for their ideas about how we can stream- 
line those rules, cut down burdens that are not delivering benefit 
to consumers. We are in the comment process on that. We will 
have comments back sometime later next month. And then we are 
going to set to work at seeing what we can do to show people that 
we can streamline rules and be an agency that is mindful of the 
burden on financial institutions as well as delivering value for con- 
sumers. 

Senator Menendez. Mr. Chair, if I may, one last question, par- 
ticularly to the minority community in the country, very important. 
One of your mandates is to facilitate innovation through trans- 
parency, and one study suggests that half of the country, over a 
hundred million adults, cannot find $2,000 in an emergency if 
given 30 days to do so. Has the Bureau or does the Bureau intend 
to look into how to meet the credit need of this very large and un- 
derserved population? 

Mr. CoRDRAY. Yes, Senator, and we actually started. We had a 
field hearing in Birmingham a couple weeks ago which was our 
first beginning look at the market where it is clear that in this 
country, as you say, there is a clear consumer demand for short- 
term, small-dollar loans to help people get through crises, emer- 
gencies, when they do not have a stash of money that they can 
draw on or they do not have a friendly relative who is willing to 
pony up that money for them. 

There are a number of products out there that are serving that 
need. We want to make sure that those products are actually help- 
ing consumers rather than harming them. But it is a significant 
problem that has been unsolved in this country, I believe, is that 
there is this demand. We need to fulfill this demand and we need 
to spur competition to fill that demand, and that is something that 
we are thinking about very carefully. We do not have all the an- 
swers on it, frankly, but over time, we are going to be trying to fig- 
ure it out and working with industry and consumers to understand 
it. 

Senator Menendez. I look forward to working with you. 

Thank you, Mr. Chairman. 

Chairman JOHNSON. Senator Corker. 

Senator Corker. Thank you, Mr. Chairman, and thank you for 
having the hearing, and Mr. Cordray, thank you for coming. Espe- 
cially in light of the circumstances over the last period of time, I 
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appreciate the time you have spent with us in our office and on the 
phone and the conversations that we have had. 

You know, the title of the hearing is interesting, “Holding the 
CFPB Accountable.” In this role as set up, who is it exactly that 
you do report to? 

Mr. CoRDRAY. Well, I would say that we are on the same level 
with every other independent Federal agency in the Federal Gov- 
ernment, and particularly with the other banking agencies. Ulti- 
mately, in my view, we report to Congress. You are the ones who 
enacted 

Senator Corker. But who exactly do you report to, really? I 
mean there is no board or anything. So who do you report to? 

Mr. CORDRAY. In my view, I report to Congress. I was in front 
of the House Oversight Committee last week to report to them at 
their request. I am here in front of this panel today at your re- 
quest. I will be here as often as you want me to be, or meeting pri- 
vately, so that you know exactly what we are doing and you have 
input into what we are doing. 

Senator Corker. And each year when your agency needs funding 
and kinds of questions like our Chairman asked about being effi- 
cient and all of that, who is it that you seek those appropriations 
from each year? 

Mr. CORDRAY. Under our law, which is what gives us authority, 
the Congress enacted that we follow, we receive funds from the 
Federal Reserve 

Senator Corker. So no one. 

Mr. CoRDRAY. We are equivalent to all of the other banking 
agencies who do not go through the Congressional appropriation 
process, but we are subject to being brought up here and having 
you grill us and talk to us about exactly your thoughts about how 
we are spending money 

Senator Corker. So let me ask you a question. Regardless of how 
people feel about the health care legislation that passed, I do not 
think there is any question, but yet some of the constitutional chal- 
lenges that are going to the Supreme Court have sort of muddied 
the water. Regardless of how you feel about it. States are not sure 
exactly what they are going to do. 

Have you all had conversations, especially over the last couple of 
weeks, within the agency about the fact that there is no question 
that most of the rulemaking that you do, or much of it, will be chal- 
lenged constitutionally because of the way things have occurred 
that have nothing to do with you, but they have just occurred. 
Have you all had any conversations regarding that whatsoever? 

Mr. CoRDRAY. We have had consideration of it. I have been 
thinking of it myself. It feels to me that — ^you know, I have been 
appointed as the Director. I understand that there are concerns 
and issues people have about that. Having been appointed as the 
Director, though, I have legal responsibilities under the law that 
you all enacted that I have to carry out. I have to do that. I am 
going to do the best I can with that 

Senator Corker. I understand that and I appreciate that, and 
actually, I appreciate the way you have answered many of the 
questions today. But what I think you have said is you have actu- 
ally had internal conversations with your staff about the fact that 
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as these rules are made, there is no question that there are going 
to be constitutional challenges to those, which in many ways, in- 
stead of creating predictability out in the consumer market and 
predictability out in the financial markets, we are going to have 
challenges. I would predict many will rise to the level of the high- 
est court in the land. So it is an interesting place that you find 
yourself, again, not of your choosing. 

Let me ask you this, moving on to policies. Risk-based pricing is 
something that has been very much a part of our financial system. 
Those people who pay late pay more, and those people who pay on 
time typically get credit at lesser rates. We had conversations with 
someone who was going to be potentially in your position prior to 
moving on to Senate races and those kind of things and it appeared 
to us that they did not really believe in risk-based pricing. I am 
just wondering if you could really clearly state to us, when people 
pay late, should they pay more? When they have lesser credit, 
should they pay more for credit? Is that a concept that you are 
going to reinforce in the consumer agency? 

Mr. CoRDRAY. Senator, I believe that is the way the market 
works. I mean, when you price a product, you have to take into ac- 
count cost. One of the costs that you have to take account of is 
risks of default, risks of loss. They can come from many different 
sources, not just the fact that someone on the other end of the bar- 
gain does not follow through. But that certainly is something that 
I think any responsible business may have to take account of in 
pricing their product. 

Senator Corker. I notice that you send out emails. I get them 
regarding if I have heard any stories about things that have hap- 
pened, to please share them, when somebody has had problems. 
And by the way, I hope we have a consumer leader like yourself 
that will pursue those kinds of things. I think all of us want to en- 
sure that when we have bad actors — and we do. I mean, that just 
happens. We have bad actors from time to time that need to be 
prosecuted. 

Are you also with equal vengeance, though, sending out those 
emails to people who know of borrowers who committed fraud, who 
purposely turned in the wrong income statements and those kinds 
of things? Are you going to be rooting out that kind of activity, 
also? 

Mr. CoRDRAY. Well, we do not ourselves have criminal authority, 
as you know, but we can make referrals. Over the years, when I 
was Attorney General and at the local level, I saw bad conduct by 
some businesses and I saw bad conduct by some individuals and 
consumers. And in the real estate market, the flipping and other 
types of scams and frauds involved, you know, both types of par- 
ties. 

Senator Corker. So you are going to pursue both with venge- 
ance? I have not received any of those emails yet, by the way, but 
I look forward to receiving them. 

I will just close with this. You know, both the Chairman and 
Ranking Member brought up issues of cost. I do hope — I think one 
of the concerns that people had with the agency being set up as it 
was and not being concerned about the financial system itself I do 
hope you will pursue the aggregate cost of credit. 
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I spent my life — I spent my civic life prior to being here focused 
on issues relating to low-income citizens and that is really why I 
am in the Senate today. I find that a lot of times when we think 
we are doing something good as it relates to credit, what we actu- 
ally do is limit credit for people who are less fortunate and have 
lower incomes. I hope as you look at this, you will take that into 
consideration, the aggregate cost of credit in general, especially as 
to lower income, and I thank you for your service. 

Chairman JOHNSON. Senator Akaka. 

Senator Akaka. Thank you very much. Good morning, Mr. 
Cordray. Welcome to the Committee. 

Mr. Cordray. Thank you. 

Senator Akaka. For the first time in history, we have an agency 
with a singular consolidated mission, to provide a voice for the con- 
sumers of our country, to protect consumers from the predatory 
lending practices that contributed to the economic crisis from which 
we are still recovering, and to empower and educate consumers to 
make informed financial decisions. Mr. Cordray, I am very pleased 
to welcome you here to this hearing and am confident that you will 
make the Consumer Financial Protection Bureau a strong defender 
for consumers. So I look forward to working with you. 

Some Senators have expressed a view that eliminating the Direc- 
tor of the Consumer Financial Protection Bureau and creating a 
board instead would improve accountability. In my view, having a 
single director responsible for the Bureau’s results promotes ac- 
countability, efficiency, and effectiveness. The Government Ac- 
countability Office has repeatedly emphasized the importance of fo- 
cused sustained leadership to tackle complicated challenges. 

Director Cordray, can you please discuss how, in your view, the 
Bureau will be held accountable to the American people? 

Mr. Cordray. Well, thank you. Senator. I think that we are held 
accountable in the law in a number of ways. I have said, there are 
different bodies and independent agencies that are structured in 
different ways. Some have a board. Some have a board and a direc- 
tor. Some have a director. There are examples of each and they all 
can work well. 

I do think that in our situation, the law that we are carrying out 
provides for a single director. That means there is one person, in 
this case myself, who sits here and is responsible to you to answer 
your questions, and if I cannot give you a satisfactory answer, I am 
responsible to go back and get that answer and bring it back to 
you. There is no passing the buck. There is no, I would like to say 
this but others might say something else, diffused responsibility. So 
there is something to be said for that. 

But the accountability here, as I said before, I think lies from our 
Bureau to Congress. You are the ones who passed the laws that 
give us the only authority we have to do anything. We are respon- 
sible to you for how we carry out those laws. You can bring us here 
to testify at any time. You can have us come to meetings and brief 
your staff, as many of you have done, and we will listen closely to 
you and try to make sure you know exactly what you need to know 
about the work we are doing and have input into that work. 

Senator Akaka. Director Cordray, a Government Accountability 
Office review of the Federal financial literacy efforts received sig- 
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nificant attention last year. However, contrary to media’s inac- 
curate reporting, GAO did not find evidence of overlapping duplica- 
tion among the 56 programs and did not identify cost savings that 
would result from consolidating financial literacy programs. Ac- 
cording to GAO, this issue was examined by the previous Adminis- 
tration, which found that each program was targeted to a specific 
audience, such as students or veterans, and carried out by an agen- 
cy with expertise for a given topic. As a result, GAO noted that 
fragmentation of financial literacy efforts makes coordination es- 
sential. Specifically, GAO recommended CFPB coordinate closely 
with Treasury to clearly define financial literacy roles and activi- 
ties to make the best use of resources. 

My question to you is, what steps has the Bureau taken to ad- 
dress this recommendation? 

Mr. CoRDRAY. So that is a good question. Senator. It is critically 
important that there be coordination. The law has provided that 
there is the Financial Literacy and Education Commission called 
FLEC and set up the Director of the Consumer Bureau to be the 
Vice Chair of it, working with other agencies. But it goes beyond 
just other agencies. There are a lot of nonprofits. There are a lot 
of private sector banks and others who offer financial literacy ef- 
forts. There is no need for us to reinvent the wheel. 

When I was a State Treasurer in Ohio, we worked for financial 
education in our schools and we eventually got a law passed that 
changed it so that every high school student in Ohio now has to 
have personal finance education before they can graduate. I think 
that is a good model for the Nation. But there is lots of curriculum. 
There is lots of material out there. A lot of it is very good material. 
And if we coordinate with one another, we can save resources and 
be more effective and more efficient. That is what I think the Ei- 
nancial Literacy and Education Commission is intending to do and 
that will be my approach to it as the Vice Chair. 

Senator Akaka. Thank you. Thank you very much, Mr. Chair- 
man. 

Chairman JOHNSON. Senator Johanns. 

Senator Johanns. Mr. Chairman, thank you. 

Mr. Cordray, thank you for being here with us today. Today, I 
want to visit with you about some thoughts I have about your ap- 
pointment, not necessarily to revisit that and stir that up, because 
I think that is going to happen. I think there is going to be litiga- 
tion that will make that happen. But in my mind, your being here 
today raises some very fundamental questions about the Constitu- 
tion, about the interrelationship of the President with Congress, 
and ultimately, at the end of the day, the extent of your power in 
this position. 

Now, my views on this are not isolated views. Let me, if I might, 
kind of set the stage here with some references to some people who 
have served as United States Senators, some who I have great re- 
spect for. Then-Senator Barack Obama, when a recess appointment 
came out of the Bush administration, referred to recess appoint- 
ments as the wrong thing to do. He referred to a recess appointee, 
not necessarily that specific appointee, but a recess appointee as 
damaged goods. That is his words. And then he referred to the situ- 
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ation the countiy would find itself in and he said, quote, “We will 
have less credibility,” because of that recess appointment. 

The Majority Leader, Minority Leader at the time, described it 
as an end run around the Senate and the Constitution. He called 
it an abuse of power. 

Senator John Kerry, again, a gentleman that I have worked with 
and have a lot of respect for, referred to recess appointments as an 
abuse of power of the Presidency. 

Sometimes in this business, there is a certain amount of political 
push and shove that goes on, obviously. I do not think that is what 
they were talking about here. I think they were talking about gen- 
uine issues of constitutional power. 

Now, in your case, if we accept the premise of your validity in 
this position, then we accept the premise that our ability to offer 
advice and consent basically disappears because the President can 
determine when we are in recess and when we are not in recess 
and just appoint whomever, and then we do not have a constitu- 
tional provision for advice and consent of the Senate. 

Now, I have been through that process. I have a tremendous 
amount of respect for that process. I think I benefited greatly and 
I hope the country benefited greatly from me going through that 
process and seeking a vote of the Senate. And I had no idea when 
I started it whether I would win or lose. 

Now, there is even a greater challenge here. We took the oppor- 
tunity to do some research, and there are not a lot of cases out 
there, as you might expect, on the issue of what impact does this 
have on your power, but back in 1989 when Congress created the 
Office of Thrift Supervision, there was a challenge to the Director, 
and I want to read something to you. Judge Lamberth of the, I 
think it was the U.S. District Court for the District of Columbia, 
found that the company that was raising the challenge, and I am 
quoting here, “was subject to regulation only by individuals with 
legal authority to act.” He then goes on to say, “Because the Direc- 
tor was not properly appointed, he has no power or right to exer- 
cise the Director’s appointment powers than this court does,” and 
then says Olympic has the ability to seek an injunction to restrain, 
to stop the Director. 

So not only do we have this constitutional issue, which I think 
is fundamental to our power of advice and consent under the Con- 
stitution, but if you are successfully challenged, would you agree 
with me that your actions will be invalid during the time that you 
are in this position? 

Mr. CoRDRAY. Senator, I do not know that I believe that is clear 
cut one way or the other. It is also not clear cut by any means that 
this is not a valid appointment. I believe it is. I have read the Jus- 
tice Department’s opinion, which I thought was persuasive. 

But in any event, I do take your point and your concern. I know 
that you went through a confirmation process to become a cabinet 
officer. Undoubtedly, you appointed numerous people when you 
were Governor who went through confirmation processes. You are 
very familiar with this process. 

As you know, I was in this process. I was nominated in July, 
came up, had a hearing here, met with many of you and appre- 
ciated the opportunity to meet with you, and ultimately went to a 
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vote. So I benefited by months of that experience and under- 
standing over the course of it, the value of hearing from and having 
input from the Senators who took the time to spend time with me 
and give me their views about my appropriate role. 

I have been appointed as Director. There may be issues about 
that. I understand people have different points of view about that. 
But I now have legal obligations I am supposed to carry out for this 
Bureau. I am going to do that. We are going to continue to walk 
straight ahead, one step at a time, trying to fulfill our legal respon- 
sibilities, and that is, it seems to me, the best I can do at this 
point. 

Senator Johanns. I have run out of time, but I will wrap up with 
this. I cannot imagine how anybody could maintain under the cir- 
cumstances that your appointment and your service is valid. And 
I cannot imagine, then, based upon the precedent that I see, how 
the actions you are taking will be upheld, and I think that is a 
very, very serious consequence for our Nation. 

Thank you, Mr. Chairman. 

Chairman JOHNSON. Senator Brown. 

Senator Brown. Thank you, Mr. Chairman. 

I just, simply put, cannot believe we are still having this debate. 
The job of — Richard Cordray’s job is so important. We know what 
all kinds of people have said. The American Financial Services As- 
sociation, a trade group for consumer lenders, said there is a recep- 
tivity by the CFPB to learn that is very refreshing. They want to 
get it right. 

The American Bankers Association said the agency approach to 
bank oversight was pretty good news. The Independent Community 
Bankers called the process for refining model mortgage forms re- 
freshing. It was clear, more to the point, and was a substantial im- 
provement. 

The CFPB had its banks audited by GAO, which found their fi- 
nancial statements are fairly presented in all material respects. 
There is strong, effective internal control over financial reporting. 

The Acting Comptroller of the Currency, not exactly known for 
his hostility to banks, has said last week that some attempts to 
regulate the opaque over-the-counter derivatives market might be 
an overreaction. 

All of these speak to the focus of this agency and the effective- 
ness of this agency, and that we are still having this debate — and 
let us lay out some facts before people continue here to play this 
inside baseball game that the country simply does not care about, 
that President Obama has overstepped or overreached. 

First of all. President Bush made 171 recess appointments. Presi- 
dent Clinton made 139 recess appointments — eight years, I under- 
stand. President Obama has made only 32 recess appointments, 
and his recess appointments in large part are because one political 
party, the other political party, has blocked time after time after 
time even bringing these to a vote. We were not saying to my col- 
leagues on the other side of the aisle, vote for Rich Cordray. We 
were just saying, give him a vote. This is the first time, as I have 
said in this Committee and on the floor a number of times, the first 
time in American history, according to the Senate Historian, where 
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a political party has blocked a nominee simply because they do not 
like the agency. 

So if the other side would get their way on this and that prece- 
dent would stand, the next time there is a Commissioner appointed 
for the FDA, are we going to say, we are not going to approve him 
until we weaken food safety laws, as Senator Jack Reed has said? 
Is that the way we are going to operate this place? We cannot oper- 
ate this Government when one party says, we are not going to con- 
firm somebody because we do not like the agency over which he — 
which he will administer or regulate. 

In the end, we know that the other side was simply doing the 
bidding of Wall Street. That is what they have always done. That 
is what they are doing today. That is what they will continue to 
do. 

But this agency has important work to do. You can see already 
their effectiveness, when people from whom you would not expect 
compliments like that are saying those positive things. 

So let us put that aside and talk about Rich Cordray, about what 
the Consumer Bureau can do, as in my Subcommittee when Skip 
Humphrey testified about what they are doing with seniors to pro- 
tect seniors, and what Mrs. Petraeus, Holly Petraeus has talked 
about, how we protect veterans. That is why these agencies are 
here, not to score political points but to protect them against the 
kind of financial service abuses that too many veterans, too many 
seniors have been subjected to. 

In my last minute or so, I would like to ask Mr. Cordray a ques- 
tion. Every year, I invite college presidents from around Ohio, 
about 55 or 60 of them, 2-year, four-year, private, public schools, 
to come to Washington. We spend a day, day-and-a-half talking 
about issues that afect them, whether it is their graduates finding 
jobs, whether it is student loans, whether it is affordability gen- 
erally, whether it is training scientists, all the things that our col- 
leges and universities do so well. 

One of the issues that we addressed most recently is the rising 
cost and the strain that student loans are putting on middle-class 
kids and working-class kids that graduate from college with far too 
much debt. That is why I proposed the Private Student Loan Om- 
budsman Office that was included in the CFPB. Mr. Cordray, tell 
me what the Bureau has done to address the rising level of edu- 
cational debt in the country. What are your future plans as you 
begin to run this agency and figure out how to protect students in 
these kinds of situations? 

Mr. Cordray. Sure, Senator. First of all, you will be pleased to 
know we have hired a terrific individual, Rohit Chopra, to serve as 
that Private Student Lending Ombudsman in the agency. 

We also have made student loans one of the focuses of our “Know 
Before You Owe” project. We reached out to the Department of 
Education, trying to work in partnership with those who are rel- 
evant in the space, and we developed a Student Aid Shopping 
Sheet which is now being promoted around the country to simplify 
and clarify for young people and their families, who very often it 
is the first time they have undertaken an obligation of this size and 
magnitude and it is going to be critical to the future of that child 
and their opportunities, exactly what they are getting into, exactly 
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what the terms of their loans would he, the repayment terms, the 
cost, their interest rate and the like. 

And we are also working to further promote clarity around the 
repayment terms of student loans. We have a calculator tool on our 
Weh site that people can use, young people who often do not appre- 
ciate the difference between Federal student loans and private stu- 
dent loans, to understand the difference in terms, to understand 
the timing of repayment. 

And we are going to look for more opportunities to try to posi- 
tively affect this marketplace. It is too important for young people. 
You and I both know many, many young people who could not get 
a college education or any higher education, community college 
with vocational training, if they did not have help and loans, and 
they cannot get it from their family. And they need to understand 
the choices they are making so that they can make good decisions 
about their future. And the Bureau stands ready to assist and to 
help this marketplace be clear and transparent for them. 

Chairman JOHNSON. Senator Moran. 

Senator Moran. Mr. Chairman, thank you very much. 

I had no intention of going down the path of your confirmation 
process except I will now respond to my colleague from Ohio. 
Whether or not Mr. Cordray was confirmed had no effect upon the 
consequences of Dodd-Frank to Wall Street. And to suggest that at 
least I had refused to confirm Mr. Cordray because of my protec- 
tion of Wall Street, I find unfounded. And I cannot imagine that 
there is not a constitutional issue about what Article II, Section 2 
of the United States Constitution means when it says the President 
can make appointments when the Senate is in recess. So that issue 
is — certainly presents itself — I do not think it presents itself today. 
It has presented itself or will present itself in court. I did not in- 
tend to use this hearing as an opportunity to rehash this issue, but 
I do want to respond to the gentleman from Ohio to indicate that 
I simply disagree with his premise about those of us who found 
fault, not with Mr. Cordray but with the confirmation, or the lack 
of confirmation and the President’s appointment. 

Mr. Cordray, I did not hear but understand that you responded 
to Chairman Johnson about community banking and I appreciate 
hearing that. I would indicate to you that in my short period of 
time as a United States Senator, trying to get a regulatory environ- 
ment in which community banks can lend money to creditworthy 
borrowers has been a cause of mine, and it seems to me that the 
regulatory environment in which they operate is oppressive and 
uncertain. And so your suggestion about appointing an advisory 
group of community bankers, of lenders to advise you, I certainly 
do not disagree, would suggest that is valuable. 

But I would only point out that at every opportunity in which I 
have had to question witnesses from the OTC, the Treasury De- 
partment, the FDIC, they have all done the same thing. They have 
those advisory committees and yet the growth in regulations con- 
tinue and the sense by community bankers that they are not un- 
derstood still prevails. So I do not want to discourage you from 
doing that, but please, at least from my perspective, understand 
that that is probably not sufficient. It will depend upon your atti- 
tude and approach. 
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And then in that regard, before you respond, our small lenders, 
community banks, credit unions, they need clarity, not only for 
their own sake but for, in my view, the ability to grow the econ- 
omy. I do think that there is a lot of reluctance on the part of many 
small businessmen and women to make decisions because they do 
not know what next is coming from Washington, D.C., what the 
rules are going to be. 

And in regard to financial institutions, the phrases that have 
been around for a long time are pretty well understood — unfair, de- 
ceptive. But the legislation that created your position has, to bank- 
ers, to us, a new word called “abusive.” And my request of you is 
that before you find something to be an abusive action by any fi- 
nancial institution, that you take the full steps of defining what the 
word “abusive” means beyond whatever in my view minor defini- 
tions, lack of substantive definition there is to that word in the 
Dodd-Frank legislation and would ask that you have an oppor- 
tunity for public comment. 

I have seen examples in just recent days in which financial regu- 
lators have determined a practice that, until that point, was never 
considered to be inappropriate, but then go ahead and criticize a 
financial institution for that conduct. And so my request of you is 
to do what due process requires, if nothing else, fairness requires, 
define what “abusive” means before you find some practice to be 
abusive. 

Mr. CoRDRAY. So thank you. Senator. We will be careful about 
that. And to return to the issue of community banks and credit 
unions, I have a track record on this. I was a State and local offi- 
cial in Ohio. I have worked with the community banks and credit 
unions in Ohio. They know me well. They have spoken to the fact 
that they found me to be a pragmatic and listening person who 
cared about and was mindful of their business model and how we 
could preserve it. 

I will say that the thing that hurt the community banks as much 
as anything was not so much too much regulation of them as a 
complete lack of regulation of many of their competitors in the 
mortgage market who did not adhere to the same standards. Some- 
times people would come in asking them for a loan that they knew 
was irresponsible. They would say no, and they would see those 
people go right down the street and get a loan from someone who 
was not licensed or was not regulated and could just sell it on to 
someone else, and therefore did not have to care whether it suc- 
ceeded. They would be right about the loan, but it did not matter. 
And they lost market share to those people. So our leveling the 
playing field between the banks and nonbanks in the mortgage 
market in particular is very important to protect the community 
banks and credit unions. 

Beyond that, we will be, as I have said, we will be mindful of 
burdens we are imposing on them. We will listen closely to what 
they tell us about the effects on their operations and we will do our 
best to take account of that. 

But the other thing that hurt the community banks and credit 
unions as much as anything in our lifetime was the financial melt- 
down, the credit crunch that toppled a bunch of community banks 
and caused many of their loans to default because of the deep re- 
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cession we suffered. If we could have headed that off hy a more 
sensible approach to these financial markets 10 years ago, commu- 
nity banks and credit unions could have thrived. Their model, to 
me, is the winning model. It is a customer service model. It is a 
community oriented model. It is one that we want to preserve and 
encourage, and that is my personal background and viewpoint on 
it. 

Senator Moran. Mr. Cordray, thank you. It is — what you point 
out is accurate and it is the community bankers who believe that 
they, in most instances, had nothing to do in causing the problem 
but yet still are in the bullseye for additional regulation. 

My time has expired. I would only indicate that I am the Rank- 
ing Republican on the Appropriations Subcommittee for Financial 
Services, where we have responsibility for determining, at least ini- 
tially, the appropriation for the SEC, the CFTC, the FDIC, the 
Treasury Department. While you are not subject to our Subcommit- 
tee’s jurisdiction — and I cannot speak for Mr. Durbin — I would in- 
dicate to you a desire, a willingness to have conversations with you 
about the appropriations process through the Federal Reserve and 
your funding, if you are willing to visit with me. 

Mr. Cordray. I would be glad to visit with you and glad to have 
our staff come and speak to your staff and make sure you know ev- 
erything you need to know about what we are doing. Yes. 

Senator Moran. Mr. Cordray, thank you. 

Mr. Cordray. Thank you. 

Chairman JOHNSON. Senator Merkley. 

Senator Merkley. Thank you very much, Mr. Chair. 

I thought I would focus on this issue of the remittance fee that 
has come up. It is not addressed in any detail in your report. I as- 
sume that is because your report was covering through December 
31 and the rule was completed in January. 

But I just want to state my understanding is that when people 
seek to transfer money internationally, this rule says they need to 
be told up front how much money is going to actually arrive, in 
other words, no hidden fees, you see the full impact of the exchange 
rate that is being assigned to it. And in addition, if the money does 
not arrive or if the money that arrives is different than what the 
person was told, there is a way to fix that. Is that the essence of 
this rule? 

Mr. Cordray. It is. Senator. If I could say, when you or I, and 
I venture to say every one of the people who is sitting in this room, 
when we write a check or we make a bank transfer or we use a 
credit card, we are entitled to some basic consumer protections. We 
expect that, we rely on it, and it is appropriate. 

In this market, though, for people who send money overseas, 
typically to loved ones — it is one of the most steadfast, loyal acts 
I can imagine, people taking the little they have, dividing half of 
it and sending some back to mothers and fathers left behind — they 
are entitled to consumer protections, too, and that is what this rule 
embodies. 

Senator Merkley. Well, I think that this kind of rule is very 
compatible with a competitive marketplace. That is, if I am seeking 
to send money overseas but I cannot get a firm estimate of what 
the fees are going to be, I have no way to compare vendors and. 
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therefore, there is no — it rewards predatory practices. But with this 
rule, it rewards the efficient provision of services to the economy. 
Am I correct on that? It empowers the consumer to shop between 
vendors. 

Mr. CoRDRAY. That is how I see it. That is how the Bureau sees 
it, and I believe that is how Congress saw it, which is why it re- 
quired us to adopt a rule of this sort. 

Senator Merkley. Well, I appreciate that you have done so. I 
hope in your next 6-month report we will see an initial evaluation 
of the implementation. And if there are ways to make the enforce- 
ment more cost effective, more efficient, certainly that will be ap- 
propriate. 

But I was getting some numbers on the cost of a $200 transfer. 
Estimates are that the costs currently range from 3 percent to 13 
percent. That is a 10-percent spread. Now, some of that may be a 
difference in destinations, but some may be a difference in the em- 
bedded exchange rates and practices of the vendors. Certainly, 
within that 10 percent spread, the quarter that you referred to, 
that is, one-quarter of 1 percent as on a $100 transfer, and it may 
be a lower amount on a larger transfer since it is spread over the 
costs of — enforcement is spread over a larger sum — it seems like a 
small price to pay for creating a competitive marketplace and end- 
ing predatory practice and creating fairness. And if somebody just 
rips you off and never delivers the money, you have redress. It 
seems like a very small price to pay for a fair and competitive mar- 
ketplace that will produce all kinds of efficiencies that will offset 
that fee. 

Mr. CoRDRAY. That is the judgment I understand Congress to 
have made. It seems like a reasonable judgment. Of course, our job 
is to carry out the law regardless. But I do think that is right. And 
as I said, we are further proposing to see if there is an appropriate 
threshold we might set for community banks and credit unions that 
do not do these transactions in the normal course of business. They 
should not necessarily be subject to the same burdens, and we are 
going to be considering that over the next several months. 

Senator Merkley. When you speak of the same burdens, are you 
speaking of kind of the enforcement strategies or are you speaking 
of providing pricing up front, fair pricing? Would that also dis- 
appear? 

Mr. CORDRAY. That is something we are going to try to consider, 
what an appropriate threshold would be. I think that the protec- 
tions for consumers, you know, the argument there is they should 
be the same. But if there are very few transactions and there are 
plenty of other places that consumers can go and we have made it 
easier for them, as you say, to shop, which is very important in this 
market, and as you say, it has not been a transparent market, it 
has not been a market that has included shopping, then we may 
well be able to exempt some of the smallest institutions that do not 
need to do the same kind of compliance as larger institutions when 
they are doing very, very few transactions. 

Senator Merkley. Well, I certainly applaud you for this rule, for 
fairness for American consumers, and the fact that you are setting 
the rules of the road for an effective, competitive marketplace that 
is so important in our capitalist system. I do hope in the next 6- 
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month report we will see an analysis as you work to continue to 
make it operate in the most effective manner. 

I wanted to turn to page 28 in your report where you mention 
that you are exploring an issue between the difference between 
credit scores sold to consumers and those that are provided to lend- 
ers. This is a new issue to me, one that I had not heard of. Can 
you just kind of summarize how this came to light and what you 
are exploring? Is this appropriate under the law? Why is there a 
distinction, and so forth? 

Mr. CORDRAY. So in the law, which, of course, is the authority 
we have, there were two studies Congress asked us to do by last 
summer. The first one had to do with remittance transfers and to 
what extent that information could be used to help create credit re- 
ports and credit scores for individuals who might not otherwise 
have enough data to score them accurately. 

The other one was we were asked to issue a report on the sort 
of variations that people have seen but do not quite understand 
among different types of credit scores. So, for example, when you 
ask for your credit report and your credit score, you may get one 
number from the credit reporting firm and yet when a bank or 
some financial institution asks for the same data to sort of judge 
what interest rate is appropriate to set for you, they may get a dif- 
ferent set of data or it may be affected by the fact that you have 
made the request. That may be taken into account in setting the 
score. There are just lots of little things that were not well under- 
stood that might affect us. So we 

Senator Merkley. I am going to cut you off there because I now 
recognize I am over my time. I will read your report. 

Mr. CORDRAY. OK. 

Senator Merkley. I will be interested in understanding it. 
Thank you. 

Mr. CORDRAY. I will be happy to follow up with you or your staff. 

Senator Merkley. Thank you, Mr. Chair. 

Chairman JOHNSON. Senator Schumer. 

Senator Schumer. Well, thank you, Mr. Chairman, and I want 
to thank our witness for being here. I am happy to see he is ful- 
filling his duties as first Director of this historic new Bureau, one 
that I and several Members of the Committee fought hard for and 
will be one of the lasting legacies of Dodd-Frank with a real chance 
to directly impact the lives of virtually every person in America. 

Mr. Chairman, I cannot help but note the fact that we had a 
healthy attendance in Committee this morning and a healthy de- 
bate with strong views on both sides of the aisle. I heard the com- 
ments of my colleagues from Nebraska. There was a discussion last 
week on the other side to consider a boycott of the hearing and a 
few Members appear to have followed through on the boycott and 
were absent from the hearing. But the plans of a mass protest ap- 
pear not to have gone over with many Members on both sides of 
the aisle, of course, including the other side, and that strikes me 
as a good thing, but also an admission that continuing to hold this 
nomination hostage until we agree to gut the Bureau that we just 
passed, notwithstanding a few of the comments, for instance, of my 
colleague from Nebraska, means that my colleagues have dialed 
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down some of their opposition on this issue. It is a losing fight po- 
litically for them. 

Many on the other side, wisely, do not want to continue the fight 
because they know it is on the wrong side of consumers, and the 
bottom line is we need an agency to guard the rights of consumers. 
I learned over my years in trying to simply get credit card disclo- 
sure, even though the Fed had the best of intentions, they were so 
busy with so many other things that they never got around to 
doing it. It took me 10 years to get disclosure, and then it had all 
the intended effects of bringing interest rates down. 

And so I want to thank my colleagues, and he is not here now, 
but particularly my friend from Tennessee. I read his comments 
last week suggesting that other Members should give up on the 
idea of mass reprisals over the installation of you, Mr. Cordray. 
Mr. Corker said, quote, “I do not think anybody is going to consider 
that to be a very astute or intelligent thing to do,” and I agree with 
my friend from Tennessee and appreciate his remarks. 

We need to discuss these issues. We do not expect all to have the 
same views. But the idea of how to protect consumers should be on 
the table. The only way it can fully be on the table is with Mr. 
Cordray in his position. The President had no choice but to do what 
he did because we can no longer have agencies close down, not be- 
cause people disagree with the views of the nominee or the ethics 
of the nominee or anything else, but simply because they do not 
want the agency to exist or have any functioning, and we all know, 
without a chair, you could not do many of the things that we have 
to do in terms of issues like payday lenders and mortgage brokers 
and abusive credit card practices. 

So these are vital issues to the American people. It makes no 
sense for Senators to go AWOL on these consumer issues. I wel- 
come the debate that we could have here. Let us move on. Mr. 
Johanns is right. The courts will decide this. I believe they will de- 
cide that the agency is constituted properly. I believe they will see 
that when you just try to block a nominee for the sake of blocking 
a nominee, you do not get anything done. 

I hope we can end this idea of a boycott. I think the attempts 
to boycott by dug-in opponents are losing steam and I hope we can 
get on with the debate. People are tired of obstructionism for the 
sake of obstructionism, and everyone on both sides of the aisle, no 
matter how strong their views, participating in this morning’s 
hearings understand that. I hope as the years go on we are able 
to convince our colleagues that it would be better to rejoin the de- 
bate on the playing field rather than just take their ball and go 
home, particularly on such an important issue. 

So that was my statement. I appreciate your being here, Mr. 
Cordray, and look forward to working with you to bring consumers 
some rights. 

Mr. Cordray. Thank you. 

Chairman JOHNSON. Senator Hagan. 

Senator Hagan. Thank you, Mr. Chairman, and welcome to the 
Committee, Mr. Cordray. I, too, am pleased that you are here with 
us today. 

I wanted to ask about — well, much of the debate over the ability 
to repay rule under Dodd-Frank seems to center on whether the 
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qualified mortgage should either be a safe harbor or rebuttable pre- 
sumption, and the concern has been expressed that a rebuttable 
presumption will present an uncertain legal standard that will re- 
sult in overly cautious underwriting and less consumer access to 
credit. Can you share with me your views on the safe harbor rebut- 
table presumption? 

Mr. CoRDRAY. Sure. So the ability to repay rule, as you know and 
as you mentioned, is one of the rules Congress has required us to 
adopt to try to fix what were seen as — and what were — irregular 
problems in the mortgage market. I mean, you would think that 
you would not really need to have a rule where the lender pays at- 
tention to whether the borrower will be able to repay the loan 

Senator Hagan. Right. 

Mr. CoRDRAY. before making a loan, but securitization prac- 

tices and other things created misaligned incentives in that mar- 
ket. So we are to adopt that rule. 

It is one of the issues that we have heard maybe most about with 
respect to that rule thus far, and we are not even to the proposed 
rule stage, although it is a rule we are going to be working on over 
the course of this year. We have a statutory deadline at the begin- 
ning of next year. It intersects with some other rules that others — 
another rule that other agencies are writing, so we know that we 
need to move it along and yet at the same time be careful. 

One of the things we have heard most about from institutions is 
they would like to see this rule, whatever the criteria are, have 
some sort of safe harbor so that it would not create litigation issues 
and uncertainties for them as opposed to a rebuttable presumption. 
There are others who take a different point of view on that. It is 
something that we have received, I would say, hundreds if not 
thousands of comments on already and we are going to be looking 
at it carefully and trying to weigh those issues. 

I do not have an outcome for you today. As I said, we do not even 
have a proposed rule at this point. But it is something that is very 
much on our minds and we will appreciate any input or thoughts 
that you and your staff want to give us as we go forward with this. 

Senator Hagan. Well, we will continue the dialogue on that. 

Mr. CoRDRAY. Yes. 

Senator Hagan. Thank you. And I do want to echo the concerns 
that have been raised today already about the issue of financial lit- 
eracy, and I applaud your efforts, and Senator Akaka had men- 
tioned it, too. I, too, was very — have always been concerned about 
the lack of financial literacy being taught to our students. When I 
was in the North Carolina Senate, I also required that students get 
that. I think it is just a sound basis that you need to get by in the 
world today. You have to understand debt. 

With that, I was also pleased that the CFPB recently released its 
examination procedures for payday lenders. It appears there are a 
handful of banks making high-cost payday loans directly to their 
customers. The Center for Responsible Lending has indicated that 
these loans are marketed as short-term but often keep customers 
in debt for an average of 175 days a year, which is an average of 
16 payday loans per year. And I understand the rate is somewhere 
over 300 percent. 
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Can you say a little more about what the CFPB is doing to ad- 
dress this sort of sustained use of payday loans? 

Mr. CoRDRAY. Yes, Senator, and as I had mentioned earlier, this 
was the subject of the first field hearing that the Bureau conducted 
in Alabama recently, and the examination procedures that you 
have mentioned, we have put out, they apply equally to nonbank 
payday lenders and also to banks that may be now offering a prod- 
uct that is similar to a payday loan in a number of respects, often 
called a deposit advance or some sort of nomenclature around that 
phrase. We will have the same issues and the same concerns about 
any of the products in this realm. 

There is a legitimate need, and we heard a lot about it at our 
field hearing, for short-term credit availability for people, whether 
they are banked and have bank accounts or are unbanked. There 
are also a variety of products that are offered. It includes pawn 
brokers. It includes car title loans. There are lots of different prod- 
ucts, some of which have some real advantages, some of which 
have some real disadvantages. And one of the things we are going 
to be trying to do is assess those products and make judgments 
about whether they are in compliance with the law or not. 

But we also would like to see a robust competition in this realm. 
I mean, small-dollar loans are needed by people. In a different era, 
and maybe in some places still now, they would go to loan sharks. 
It was dangerous as well as being difficult. Nobody wants that. We 
want to have products be available. We want them to be products 
that help consumers and not harm consumers. 

There is a lot of thinking that some of the banking products may 
be able to be offered on more favorable terms because there may 
be less risk when they are dealing with their own known cus- 
tomers. But we are at the beginning of this. We will see over time 
how that develops. 

Senator Hagan. Do you have a timeframe? 

Mr. CoRDRAY. I do not. 

Senator Hagan. OK. All right. 

Mr. CoRDRAY. Yes. I do not. 

Senator Hagan. One other question. One practice I am concerned 
about is the manipulation of the order in which checking account 
transactions are posted for overdraft purposes. Consumers consist- 
ently state that they do not want their transactions posted highest 
to lowest. Is this the sort of practice the CFPB will be taking a look 
at? 

Mr. CORDRAY. It is. 

Senator Hagan. OK. Thank you, Mr. Chairman. 

Chairman Johnson. The APA requires certain levels of public 
participation in the rulemaking process. I am pleased to continue 
to hear comments from stakeholders that the Consumer Bureau 
has gone beyond that. Would you please describe the process that 
the Bureau is following and how it improves your rulemaking. 

Mr. CORDRAY. I am sorry, Mr. Chairman. I kind of lost the 
thread of your question as I was taking notes. 

Chairman JOHNSON. The APA requires certain levels of public 
participation in the rulemaking process. I am pleased to continue 
to hear comments from stakeholders that the Consumer Bureau 
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has gone beyond that. Would you please describe the process that 
the Bureau is following and how it improves your rulemaking. 

Mr. CORDRAY. OK. Thank you, Mr. Chairman. And actually, 
similar to the questions we were addressing back and forth to Sen- 
ator Shelby, there are certain requirements in the law as to how 
we go about rulemaking and we obviously are bound to fulfill all 
those requirements. 

It includes a very robust notice and comment process. So we 
issue a proposed rule. Then we get notice and comment, sometimes 
from — it depends on how many people are interested. Sometimes a 
few dozen individuals, sometimes thousands or tens of thousands 
of individuals, as with our “Know Before You Owe” mortgage form 
consolidation project. We are required by law to sift through those 
comments, to weigh them, to evaluate them, to consider the pros 
and cons, to address them in our rulemaking process, and then to 
develop a final rule. 

Some of the things we have tried to do — and again, the “Know 
Before You Owe” is the most outstanding example of this because 
mortgage markets are the most important market by dollar figures 
for consumers — is to aggressively go out and seek lots of comment, 
even before we have proposed a rule. We are not required by law 
to do that, but we knew it would help us do a better job if we were 
hearing from people before we even put out a proposed rule. We 
have done a lot of consumer testing and there are apparently pro- 
cedures and processes that researchers are familiar with that give 
you a better sense, not just your judgment about how things really 
are, but how people actually respond in fact to these things and to 
different terminologies and to a shorter form and the like. 

We are also going to be trying to continue to use technology so 
that our rules and our proposals and the issues that we are ad- 
dressing are out there. We are going to encourage people to partici- 
pate through our Web site and through other means. And we are 
going to be continuing to try to press the envelope for how we can 
use modern technology to encourage broader participation, there- 
fore, broader perspectives, therefore, more insight on our rules, not 
just from consumers affected by the rules but from the industry 
participants who are affected in their operations by our rules be- 
cause it needs to work for both sides. And I think it is very inter- 
esting, the work being done by the Bureau, and we hope that it will 
continue to be on the cutting edge. 

Chairman Johnson. In a response to a question I asked your 
agency, a colleague of yours wrote that the CFPB would provide ro- 
bust safeguards for consumers and clear guidance for financial 
service providers without imposing undue burdens. Will the CFPB 
fully consider the cost and benefit to your rules, ensuring that you 
take a spartan, streamlined regulatory approach while protecting 
consumers? 

Mr. CORDRAY. Mr. Chairman, we are required by law, and not 
just by the APA but specifically in our law, to consider the burdens, 
costs, and impacts of any rule that we are developing. We take that 
seriously, not only because it is the law but because it is good pub- 
lic policy. We intend to, and that is why I am setting up some advi- 
sory panels to hear broadly from the financial industry about how 
our proposals may affect them and how they may actually work in 
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practice at the same time that we are hearing from consumers and 
groups from across the country about what benefit it might bring 
to the consumer public. 

As I mentioned, we have inherited a lot of rules that we did not 
write and we have the opportunity to go back and think afresh 
about them, and there may be occasions where we can streamline 
those rules, losing no benefit to consumers and reducing the bur- 
dens on financial providers. We hope and expect to be able to do 
that. 

Chairman JOHNSON. Senator Shelby. 

Senator Shelby. Thank you. 

Mr. Cordray, I will try to move on. You have been very patient 
here today, but I have got several questions. 

We have heard that there is some concern that documents sub- 
ject to the attorney-client privilege that are turned over to the Bu- 
reau will not remain privileged. But under the current law, privi- 
leged documents remain privileged when they are given to the Fed- 
eral Reserve Board, the Office of the Comptroller of the Currency, 
and the FDIC, on which you serve as a member of the Board. The 
drafters of Dodd-Frank did not include the Bureau in this law, 
which is troubling. Would you support an amendment that would 
apply the same privilege protection for documents given to the Bu- 
reau as currently exists for documents given to the other Federal 
banking regulators, and if not, why not? 

Mr. Cordray. Yes, we would support an amendment to correct 
what we believe was an oversight. 

Senator Shelby. OK. 

Mr. Cordray. I have told the banking trade associations that 
and we are happy to work with them and you to get that fixed. 

Senator Shelby. Thank you. 

Senator Moran brought up abusive, the definition of “abusive,” 
the word and so forth. During the discussions that led to Dodd- 
Frank, it became clear that some people wanted to ban some 
nonbank products and services. Are there any particular products 
that exist now that you would ban, or is this too early? Is it pos- 
sible for an identical product to be abusive for one consumer and 
not for another? Is that possible, and how would you make that de- 
termination if you saw that? 

Mr. Cordray. So let me try to address both those questions. 
First, I do not think in terms of banning products. I mean, that is 
not how the statute speaks for us. 

Senator Shelby. Mm-hmm. 

Mr. Cordray. It talks about us addressing unfair, deceptive, and 
abusive acts or practices 

Senator Shelby. OK. 

Mr. Cordray. which I think is maybe a better way to look at 

it. In terms of whether 

Senator Shelby. So you do not think you will be in the business 
of trying to ban products, but to make things stronger and more 
transparent and so forth for the consumer? 

Mr. Cordray. That is the approach and the vantage point I take 
on it. Senator, yes. 

Senator Shelby. OK. Basel — ^by virtue of your position on the 
FDIC Board of Directors, you will have to make some important 
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decisions about the Basel capital regime. Both Basel III and the 
Dodd-Frank Act eliminate tier one capital treatment for trust pre- 
ferred securities. While Dodd-Frank provides a measure for 
grandfathering trust preferred securities for small banks with as- 
sets of less than $15 billion, Basel III has no such exception. Be- 
cause many small banks have trust preferred securities, this issue 
will impact banks in their communities throughout the country. 

How do you plan to resolve the divergent approaches for small 
banks taken by Dodd-Frank and Basel III? Have you gotten into 
that yet? And would you give your views on Basel III, including 
whether it effectively prevents another economic crisis and pre- 
vents banks from being undercapitalized? You know, the whole 
thrust is for banks to have more capital, which makes sense to me, 
and also to have liquidity, which makes a heck of a lot of sense. 

Mr. CoRDRAY. Yes. I do think that the recapitalization of the 
banks and the provisions that we have made domestically here in 
the United States as well as what Basel is trying to accomplish are 
healthy to the overall system. The American banks now have more 
capital that they are keeping on hand than European banks by 
comparison, for example. 

Senator Shelby. But perhaps not enough, huh? 

Mr. CoRDRAY. Well, that is a hard thing to measure in the ab- 
stract — 

Senator Shelby. I know it is. 

Mr. CORDRAY. and people are working on it. I am now a 

member, as you said, of the FDIC Board. I have great colleagues 
on that Board. They have been working with me to get up to speed 
on these issues. I also happen to be fortunate because the Deputy 
Director of the Bureau, Raj Date, who has been up here to testify, 
is a banking expert in both investment banking and commercial 
banking and he is working with me on these issues. So we will ad- 
dress them as they come, but these are fascinating and important 
issues, not just to this country but for the world, and we want to 
make sure that our banking system is strong. I know you want 
that. We want that, as well. 

Senator Shelby. Mr. Cordray, do you know of any financial insti- 
tutions you can recall that have been well capitalized, well man- 
aged, and well regulated, and have failed? 

Mr. Cordray. I think that only happens. Senator, when there is 
some extreme dislocation in the country at large. That may have 
happened 

Senator Shelby. That would be very unusual, would it not? 

Mr. Cordray. Yes. I would say the Great Depression and then 
the financial meltdown we just suffered through in 2007-2008. 
That may have happened to some banks that did not deserve it. 

Senator Shelby. The Washington Post recently reported that a 
program by the District of Columbia government and local commu- 
nity groups to subsidize mortgages for first-time homebuyers in the 
District of Columbia resulted in mortgages that many buyers could 
not afford. I know they meant well, but the article found that near- 
ly one in five borrowers participating in the D.C. program are now 
behind on their mortgage payments. 

Do you believe that the lending practices used by nonprofit enti- 
ties, although meaning well, that help put consumers in mortgages 
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they cannot afford are within your purview, and are you looking at 
this particular program, because I am not saying it is abusive, but 
maybe it is a lack of — I do not know how you define all that, but 
lack of judgment, because you want to help people but sometimes — 
if one out of five are failing, they have got to be reviewed. Is that 
part of your deal or is that not in your purview? 

Mr. CoRDRAY. That is the first time the program you mentioned 
has come to our attention 

Senator Shelby. Sure. Well, it was 

Mr. CoRDRAY. and it may be a local, D.C. program. But I will 

say, we had a lot of problems in the mortgage market in the last 
decade. We had a lot of practices that, in retrospect, were not very 
sustainable even though, as you say, many of them were well in- 
tentioned, although some of the practices out there were not well 
intentioned at all. They were just fraud and greed. 

But we need to be careful about what we are doing. I know the 
Congress is now requiring us to do a number of things to try to 
clean up practices in the mortgage market. We take that role very 
seriously and we will continue to be glad to have your input and 
counsel as we do that work. And as you are hearing from your con- 
stituents, we are often hearing from many of the same people, but 
that helps us with our perspective. 

Senator Shelby. Thank you. Thank you, Mr. Chairman. 

Chairman JOHNSON. I would note for the record that Senator 
Reed of Rhode Island would have been with us today but he is 
away at a funeral. 

Mr. Cordray, I thank you for your testimony today and for your 
willingness to serve our Nation. Regardless of whether one agrees 
with the President’s decision to recess appoint Richard Cordray, 
the fact of the matter is that he is now Director of the CFPB. It 
is time for us all to put politics aside and work together to protect 
American consumers and foster a strong and fair consumer finan- 
cial marketplace. 

This hearing is adjourned. 

[Whereupon, at 11:50 a.m., the hearing was adjourned.] 

[Prepared statements, response to written questions, and addi- 
tional material supplied for the record follow:] 
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PREPARED STATEMENT OF RICHARD CORDRAY 

Director, Consumer Financial Protection Bureau * 

January 31, 2012 

Holding the CFPB Accountable: Review of the First Semi-Annual Report 

Chairman Johnson, Ranking Member Shelby, and Members of the Committee, I 
want to thank you for this opportunity to present the first “Semi-Annual Report of 
the Consumer Financial Protection Bureau” detailing the Bureau’s accomplishments 
in its first 6 months. 

Before I became Director, I promised Members of Congress in both chambers and 
on both sides of the aisle that I would be accountable to you for how the Consumer 
Bureau carries out the laws you enact. I said that I would always welcome your 
thoughts about our work. I stand by that commitment. I am pleased to be here with 
you today to tell you about our work and to answer your questions. 

The people who work at the Consumer Bureau are always happy to discuss our 
work with the Congress. This is the 13th time that we have testified before either 
the House or the Senate. And my colleagues and I look forward to working closely 
with you, with the businesses who serve their customers in the consumer finance 
markets and with the millions of American consumers themselves. 

I am honored to serve as the first Director of the new Consumer Bureau. I am 
energized and inspired by the many talented people who work at the CFPB, and 
I am driven by the challenges and responsibilities of our mission to protect Amer- 
ican consumers. 

Our mission is of critical importance to making life better for Americans. Con- 
sumer finance is a big part of all our lives. Mortgages allow people to buy a home 
and spread the payments over many years. Student loans give young people with 
talent and ambition the access to a college education. Credit cards give us imme- 
diate and convenient access to money when we need it. These products enable peo- 
ple to achieve their dreams. But as we all have seen in recent years, they also can 
create dangers and pitfalls if they are misused or not properly understood. 

During my years in State and local government I became deeply engaged in con- 
sumer finance issues. I saw good people struggling with debt they could not afford. 
Sometimes those people made bad decisions they came to regret. Sometimes an un- 
expected event — like a loved one getting sick or a family member losing a job — over- 
whelmed even their most careful planning. Still other times, I saw unscrupulous 
businesses who obscured loan terms or engaged in outright fraud, causing substan- 
tial harm to unsuspecting consumers and even ruining their lives and devastating 
their communities. 

I am certain that each one of you hears every day from your friends, your neigh- 
bors, and constituents in your district who have these kinds of stories to tell. These 
people do not want or expect any special favors. They just ask for a fair shake — 
and a chance to get back on track toward the American Dream. 

One of our primary objectives at the Consumer Bureau is to make sure the costs 
and risks of these financial products are made clear. People can make their own de- 
cisions, and nobody can or should try to do that for them. But it is the American 
way for responsible businesses to be straightforward and upfront with their cus- 
tomers, giving them all the information they need to make informed decisions. That 
is good for honest businesses and good for the overall economy. A particular quote 
caught my eye recently, which embodies this view: “Free men engaged in free enter- 
prise build better nations with more and better goods and services, higher wages 
and 3 higher standards of living for more people. But free enterprise is not a hunt- 
ing license.” That was Governor Ronald Reagan in 1970. I agree with what he said, 
and it is a view widely shared by the people who work with me at the Consumer 
Bureau. 

So another key objective is making sure that both banks and their nonbank com- 
petitors receive the evenhanded oversight necessary to promote a fair and open mar- 
ketplace. Our supervisors will be going onsite to examine their books, ask tough 
questions, and fix the problems we uncover. Under the laws enacted by Congress, 
and with a director now in place, we have the ability to make sure this is true 
across all financial products and services. 

The Consumer Bureau will also make clear that violating the law has con- 
sequences. Through our field examiners, our direct contact with consumers and 
businesses, and our highly skilled researchers, we have multiple channels to know 


*The views expressed in this testimony are those of the Director, and do not necessarily re- 
flect the views of the Board of Governors of the Federal Reserve or the President of the United 
States. 
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the facts about what is happening in the marketplace. We plan to use all of the tools 
available to us to ensure that everyone respects and follows the rules of the road. 
Where we can cooperate with financial institutions to do that, we will; when nec- 
essary, however, we will not hesitate to use enforcement actions to right a wrong. 

As we move forward with our work, we need to hear directly from the consumers 
we protect and the businesses who serve them. We do this on our Web site, 
consumerfinance.gov, where consumers are able to tell us their personal stories. We 
also make a point to get out of Washington regularly and hear from people first- 
hand. Thus far we have held town hall meetings in Philadelphia, Minneapolis, 
Cleveland, and a field hearing in Birmingham. We are hearing from thousands of 
Americans about what works and what does not. We are listening closely, and we 
hope that many of you will join us at these events when we come to visit your com- 
munities. 

Accomplishing our mission will take time. But, as you can see from our semi-an- 
nual report, we are already taking important steps to improve the lives of con- 
sumers. 

Thank you. I look forward to your questions. 



RESPONSE TO WRITTEN QUESTIONS OF SENATOR SHELBY 
FROM RICHARD CORDRAY 

Q.l.a. During the hearing, I stated that by virtue of your position 
on the FDIC board of directors, you will have to make some impor- 
tant decisions about the Basel capital regime. Both Basel III and 
the Dodd-Frank Act eliminate Tier I capital treatment for trust- 
preferred securities. While Dodd-Frank provides a measure that 
grandfathers trust-preferred securities for small banks with assets 
of less than $15 billion, Basel III has no such exception. Because 
many small banks have trusts-preferred securities, this issue will 
impact small and community banks throughout the country. 

How do you plan to resolve the divergent approaches for small 
banks taken by the Dodd-Frank and Basel III? 

A.l.a. To the extent that my position on the FDIC board of direc- 
tors requires me to take a position on this matter I will do so at 
the appropriate time and after full consideration of the relevant 
issues. 

Q.l.b. Please give your overall views of Basel III, including wheth- 
er it effectively prevents another economic crisis and prevents 
banks from being undercapitalized. 

A.l.b. During the crisis, many market participants and observers 
viewed the capital and liquidity resources of a number of our Na- 
tions’ largest banking organizations as insufficient. Basel III is a 
significant strengthening of risk-based capital requirements, as it 
tightens the definition of capital and increases capital require- 
ments. It also includes a new regulatory liquidity requirement. Cer- 
tainly no single tool can be a panacea for preventing all future cri- 
ses, but experience suggests that a well-capitalized and liquid 
banking system will be better positioned to ride out periods of fi- 
nancial stress and serve as an engine of growth for the economy. 
I am hopeful that the new framework will work as intended to 
strengthen the resilience of the banking system. 

Q.2.a. During the hearing, you were asked about an amendment 
sponsored by Senators Brown and Kaufman, which would have lim- 
ited the size of banks. Under the amendment, no bank would have 
been permitted to hold more than 10 percent of the total amount 
of insured deposits and a limit would have been placed on non- 
deposit liabilities of each bank at 2 percent of GDP. This amend- 
ment would have ensured that the failure of a single financial in- 
stitution would not bring down the entire system. I supported this 
amendment. As part of your role as a boardmember of the FDIC 
and the Financial Stability Oversight Council, your opinion on this 
issue is of particular importance. Iluring the hearing you indicated 
that you had not yet had an opportunity to form an opinion on this 
issue. 
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Now that you have had more time to consider this issue, do you 
support limiting the size of banks as proposed by the Brown-Kauf- 
man amendment? 

A.2.a. The Brown-Kaufman amendment to Dodd-Frank to prevent 
bank-holding companies from controlling more than 10 percent of 
total insured deposits and limit nondeposit liabilities controlled by 
each bank-holding company to 2 percent of GDP failed by a 33-61 
vote. While I share your concerns about the increasing concentra- 
tion of capital in the financial sector, Congress determines the tools 
the regulators have to manage risk and protect consumers. The 
CFPB is committed to implementing and enforcing existing law in 
this regard to the best of our ability. 

Q.2.b. If not, what steps would you take to ensure that banks are 
not too big to fail? 

A.2.b. The Dodd-Frank Act gives financial regulators important au- 
thorities to enhance financial stability and to manage the regu- 
latory challenges posed by large, complex, systemically important 
financial institutions (SIFIs). The Dodd-Frank Act also provides for 
a new SIFI resolution framework that includes an orderly liquida- 
tion authority and a requirement for SIFIs to submit resolution 
plans that demonstrate how they can be resolved through the 
bankruptcy process. These changes give regulators better tools to 
manage the potential risks and failure of complex financial institu- 
tions. A credible capacity to place a SIFI into an orderly resolution 
process is critical to subjecting these companies to meaningful mar- 
ket discipline. 

I am aware that the FDIC is working diligently to implement 
provisions of the Dodd-Frank Act that provide additional oversight 
and resolution authority for SIFIs, and I am pleased to participate 
in this effort as a member of the FDIC’s Board. Successful imple- 
mentation of the Dodd-Frank Act will represent a significant step 
forward in providing a foundation for a financial system that is 
more stable and less susceptible to crises in the future, and better 
prepared to respond to future crises. 

Q.3.a. During the hearing, I mentioned that a program by the D.C. 
government and local community groups to subsidize mortgages for 
first-time home buyers in D.C. resulted in mortgages that many 
buyers could not afford. A Washington Post article found that near- 
ly one in five borrowers participating in the D.C. program are now 
behind on their mortgage payments. You stated that the hearing 
was “first time the program you mention has come to our atten- 
tion.” 

Do you believe that the lending practices used by nonprofit enti- 
ties that help put consumers in mortgages they cannot afford are 
within your jurisdiction? 

A.3.a. The CFPB generally has jurisdiction over entities that offer 
or provide consumer financial products or services, including non- 
profit entities, except to the extent that the consumer financial pro- 
tection statutes that the Bureau enforces have carve-outs for non- 
profits. In particular, the CFPB enforces the Truth in Lending Act 
and the Consumer Financial Protection Act. In addition, the CFPB 
encourages consumers and whistleblowers to contact the CFPB if 
they believe a lender has violated these laws, regardless of whether 
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the entity is nonprofit or for-profit. This response does not refer to 
or comment on the program referenced in your question. 

Q.3.b. Will you look into this particular program? 

A.3.b. It would be inappropriate for the Bureau to publicly com- 
ment on contemplated supervisory actions or enforcement plans. 
Q.3.C. What steps can the Bureau take to ensure that assistance 
provided by nonprofit entities does not result in borrowers obtain- 
ing mortgages they cannot afford? 

A.3.C. Among other things, the CFPB is currently working on final 
regulations to define a standard for determining a consumer’s abil- 
ity to repay a mortgage loan, as required by Section 1411 of the 
Dodd-Frank Act. This rule will require that lenders make a “rea- 
sonable and good faith determination based on verified and docu- 
mented information that, at the time the loan is consummated, the 
consumer has a reasonable ability to repay the loan.” 

Q.4.a. Section llOOG of the Dodd-Frank Act requires the Bureau 
to convene a panel a Small Business Advocacy Review panel before 
publishing a proposed rule with an Initial Regulatory Flexibility 
Analysis. Through the Small Business Advocacy Review panel the 
Bureau will meet with representatives of small entities and will 
offer an opportunity for those representatives to provide advice and 
recommendations on regulatory alternatives to minimize the bur- 
den on small entities. You have stated that the first time you will 
convene the small business panels will be this summer, before you 
propose a rule on the streamline of the RESPA and TILA mortgage 
disclosures. However, you have also indicated that you will be pro- 
posing your “larger participant” rulemaking shortly. 

Will a Small Business Advocacy Review panel be convened for 
the “larger participant” rulemaking? 

A.4.a. The CFPB did not convene a Small Business Advocacy Re- 
view panel before issuing its first proposed larger participant rule. 
In the notice of proposed rulemaking, the CFPB certified that the 
proposed rule would not have a significant impact on a substantial 
number of small entities (SISNOSE), and thus did not require an 
Initial Regulatory Flexibility Analysis. Consequently, the convening 
of a Small Business Advocacy Review panel was not required. 

The CFPB determined that the proposed rule would not result in 
a SISNOSE because, among other things, the thresholds for being 
defined as a larger participant in the consumer debt collection and 
consumer reporting markets are more than $10 million and $7 mil- 
lion in annual receipts, respectively. Thus, firms meeting the defi- 
nition of a larger participant in either of these markets will not be 
small businesses under the applicable Small Business Administra- 
tion size standard of $7 million in annual receipts for these indus- 
tries. While there may be rare circumstances in which a small busi- 
ness may be subject to supervision under this rule, such instances 
would not result in a SISNOSE. 

Q.4.b. If so, who will be the small business representatives for the 
“larger participant” rulemaking panel? 

A.4.b. The CFPB did not convene a Small Business Advocacy Re- 
view panel for the proposed larger participant rule because the 
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CFPB has certified that the proposal would not result in a 
SISNOSE. 

Q.4.C. In general, how will you select the small business represent- 
atives for the Small Business Advocacy Review panels? 

A.4.C. The CFPB, in consultation with the Small Business Admin- 
istration’s (SBA) Chief Counsel for Advocacy, selects small business 
representatives to consult with and provide recommendations for 
the panel. Using the definitions and size standards set forth in the 
Regulatory Flexibility Act, the CFPB first determines the industry 
sectors and types of small entities that are likely to be directly sub- 
ject to the requirements of the rule under development. Next, the 
CFPB develops a list of potential representatives of affected small 
entities to provide recommendations to the panel about the poten- 
tial economic impacts of the proposed rule. The CFPB typically con- 
siders representatives it has identified through its general outreach 
efforts as well as through suggestions from trade associations and 
other external industry organizations, consumer groups, and/or the 
SBA. The CFPB then submits its proposed list of potential small 
business representatives to the SBA’s Chief Counsel for Advocacy. 
The final small business representatives are designated by the 
CFPB after consultation with the SBA. 

Q.4.d. Have you developed protocols or policies for the Small Busi- 
ness Advocacy Review panels? If so, please provide a copy of these 
protocols or policies to the Committee. Will these protocols or pro- 
cedures substantially differ from those of the EPA or OSHA? If so, 
please describe why and how your protocols or procedures will dif- 
fer. If you have not yet developed any protocols or policies, when 
will your protocols and policies be final? 

A.4.d. The CFPB conducts Small Business Review Panels in ac- 
cordance with the requirements of the Regulatory Flexibility Act 
(RFA). The CFPB has also developed a “Fact Sheet” on the Small 
Business Review Panel process. The fact sheet is available on the 
Bureau’s Web site at consumerfinance.gov and is attached as Ap- 
pendix A to this document. 

The CFPB has consulted, and will continue to consult, with other 
agencies involved in the Small Business Review Panel process {e.g., 
EPA, OSHA, SBA and 0MB) as it implements the RFA’s statutory 
requirements for the review panels. 

Q.4.e. Which rules that will be promulgated by the Bureau, if any, 
will not undergo a Small Business Advocacy Review panel? 

A.4.e. The Regulatory Flexibility Act, as amended, identifies the 
types of rules for which a Small Business Review Panel is required. 
Generally, the RFA applies only to rules for which a notice of pro- 
posed rulemaking is required by the Administrative Procedure Act, 
or “any other law.”i When developing a proposed rule subject to the 
RFA, the CFPB is required to convene a Small Business Review 
Panel prior to issuing the proposal unless the CFPB certifies that 
the rule will not, if promulgated, have a SISNOSE. Accordingly, 
the CFPB is not required to convene Small Business Review Panels 
for proposed rules that are not subject to the RFA or for proposed 


iSee 5 U.S.C. §§ 601(2), 603(a), 604(a), 609(a). 
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rules that are subject to the RFA but the Director certifies will not 
have a significant economic impact on a substantial number of 
small entities. The CFPB also is not required to convene a Small 
Business Review Panel where another agency, such as the Federal 
Reserve Board, issued a rule proposal which was later inherited 
and finalized by the CFPB. 

The CFPB intends to convene a Small Business Review Panel for 
the TILARESPA mortgage disclosure integration rulemaking. We 
have not yet reached a formal determination on whether a Small 
Business Review Panel will be convened for other proposed rules 
subject to the RFA that are under development. 

Q.4.f. Will you carry out any actions with respect to nondeposi- 
tories before the “larger participants” rulemaking is final? If so, 
please describe. 

A.4.f. The CFPB will not conduct supervisory actions under the ini- 
tial larger participant rule until the rule is effective. Before that 
date, however, the CFPB may undertake supervisory activities, 
such as examinations or requests for reports, in connection with 
nonbanks that are otherwise subject to the CFPB’s supervisop^ au- 
thority. This could include, for example, nonbank companies in the 
mortgage, payday lending, and private education lending markets 
subject to the CFPB’s authority. Finally, the CFPB may undertake 
enforcement actions or rulemakings that affect nonbanks before the 
effective date of the initial larger participant rule. 

Q.5.a. You have said that the Bureau’s supervisory program of 
nonbanks will be based on multiple factors. One of those factors is 
“the extent of State oversight for consumer financial protection.” 
This presumes that some States provide more oversight than other 
States in terms of consumer financial protection. 

Which States provide the most oversight in the areas of mortgage 
lending and payday lending? 

A.5.a. In determining whether and how to supervise particular 
nonbanks, the CFPB will consider a number of factors that focus 
on risk, including the extent of State oversight. 

The CFPB launched its nonbank supervision program in January 
and is still assessing the extent of State oversight in these mar- 
kets. State oversight of payday lending varies widely because State 
laws and regulations, as well as supervisory programs, differ and 
are not coordinated. Some States do not authorize, or effectively 
ban, payday loans; other States allow payday loans, subject to 
heavy restrictions; still others allow payday loans and do not im- 
pose significant restrictions. In addition, some States have devel- 
oped their own supervision programs for payday lending, with par- 
ticular areas of focus and varying resources dedicated to examina- 
tions. Some States focus primarily on reviewing for compliance 
with State laws, as opposed to the Federal consumer financial laws 
for which the CFPB is responsible for assessing compliance. Many 
payday lenders operate in multiple States, which may subject them 
to varying types and levels of oversight. 

For the mortgage market. State financial regulators created the 
Multistate Mortgage Committee (MMC) to coordinate examination 
and supervision of those mortgage lenders and brokers operating in 
more than one State. The CFPB is coordinating with the MMC and 
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with regulators in individual States to ensure that the CFPB does 
not engage in examinations that merely duplicate State regulator 
work in the mortgage area. 

Q.5.b. Which States provide the least oversight in the areas of 
mortgage lending and payday lending? 

A.5.b. The CFPB launched its nonbank supervision program in 
January and is still assessing the extent of State oversight. We are 
working closely with State regulatory officials. 

Q.6.a. It has been reported that a clarification issued by the Fed- 
eral Reserve Board that limits credit card companies to considering 
only “individual” income, not “household” income, on credit applica- 
tions has made it more difficult for stay-at-home spouses to get 
their own credit cards. 

Has the Bureau received any information that indicates that 
stay-at-home spouses are negatively impacted by the Federal Re- 
serve Board’s clarification? If so, please describe. 

A.6.a. As of October 1, 2011, Regulation Z requires credit card 
issuers, before extending credit, to assess a consumer’s independent 
ability to make loan payments. Issuers have told Bureau staff that 
this new rule may preclude nonemployed spouses — in many cases, 
women — from obtaining credit that they are, in fact, capable of re- 
paying. According to these sources, such individuals may no longer 
be able to obtain credit or be able to do so only if a spouse agrees 
to be liable for all debts incurred on a credit card account. Some 
outside groups and Members of Congress have raised similar con- 
cerns. 

Q.6.b. Will the Bureau conduct a study to understand the impact 
the Federal Reserve Board’s clarification has had on access to cred- 
it? 

A.6.b. The Bureau’s December 5, 2011 Request for Information on 
“Streamlining Inherited Regulations” asked for public comment on 
whether this section of Regulation Z should be amended. Even be- 
fore the rule went into effect, however, the Bureau asked issuers 
and trade groups to work with us to provide data that would en- 
able the Bureau to assess the impact of this requirement. The Bu- 
reau intends to pursue such data and study the impact of the new 
rule on spouses who are not employed. 

Q.7.a. 12 use § 1833b requires the Bureau to “seek to maintain 
comparability regarding compensation and benefits” of its employ- 
ees with other Federal financial regulators when establishing and 
adjusting schedules of compensation and benefits. 

How does the compensation and benefits of Bureau employees 
compare to the other Federal agencies listed in this statute? 

A.7.a. On average, pay at the Bureau has been at or below the 
averages of other Federal financial regulators and within a few 
percent of the average pay of employees at the Federal Reserve 
Board. 

Q.7.b. Please provide a detailed breakdown of the compensation 
and benefits for each employee at the Bureau. To the extent this 
information is provided in terms of levels, please provide a detailed 
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description of the duties at each level for this Committee with your 
responses to these questions. 

A.7.b. The titles and salaries of Bureau employees are listed in Ap- 
pendix B. Employees are eligible for benefits that include standard 
Federal health, vision, dental, life, and long-term care insurance 
programs, and CFPB-specific vision, dental, life, short-term dis- 
ability, and long-term disability insurance programs, in addition to 
retirement and other benefits. The value of these benefits for each 
employee varies depending on the benefits for which a given em- 
ployee is eligible and based on the benefits each employee has 
elected at a given time. 

Q.7.C. Will you provide Congress with a budget justification that is 
substantially similar to the budget justifications provided by Fed- 
eral agencies which are subject to appropriations? If not, why not? 
A.7.C. Last year the Bureau provided Congress with a budget jus- 
tification for fiscal year 2012 — even before the agency’s launch on 
July 21, 2011 — and last month the Bureau provided Congress with 
its budget justification for fiscal year 2013. As one would expect of 
a new agency, the Bureau’s budget justification this year was more 
detailed than it was last year, and will grow more detailed over 
time. Like the budget justifications of other banking agencies that 
are not subject to appropriations, the Bureau’s budget justification 
differs in some ways from those of larger agencies, particularly 
those with budgets that are appropriated. Unlike appropriated 
agencies. Congress capped the CFPB’s budget permanently in stat- 
ute. The Bureau’s budget was set at a fraction of the levels of its 
fellow banking agencies. If the CFPB determines that it needs ad- 
ditional funds to operate, it may seek appropriated funds to supple- 
ment its nonappropriated funding; however, the Bureau has no 
plans to seek appropriations from Congress. 

Because the Bureau is committed to transparency, we have post- 
ed our budget justification for fiscal year 2013 on our Web site at 
consumerfinance.gov ! budget. It provides the estimated level of 
funding for the Bureau for fiscal year 2012 and 2013 necessary to 
carry out the authorities that Congress assigned to the Bureau. 
The budget justification describes how the Bureau expects to utilize 
its funds, includes budget estimates for each program or budget ac- 
tivity, and identifies performance measures detailing how we plan 
to make ourselves accountable for the use of the funds going for- 
ward. As we continue to grow as an agency, we expect to continue 
to provide additional budget and performance information in our 
budget documents. In addition to the budget justification discussed 
above and the semiannual report submitted to Congress in January 
of 2012, we are also publishing information on our Web site regard- 
ing funding transfers received and amounts spent on a quarterly 
basis, as well as an annual financial report at the end of the year, 
along with GAO’s audit of the Bureau’s financial statements, and 
an independent third-party audit. 

Q.8.a. Recently the Bureau and the Federal Trade Commission 
signed an agreement to, according to your Web site, “coordinate ef- 
forts to protect consumers and avoid duplication of Federal law en- 
forcement and regulatory efforts.” 
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How many Memorandum of Understanding (“MOUs”) or other 
similar agreements has the Bureau executed? 

A.8.a. To date, the Bureau has executed 127 Memoranda of Under- 
standing. 

Q.8.b. How many MOUs or other similar agreements has the Bu- 
reau executed with each of the Federal banking agencies? 

A.8.b. The Bureau has executed 36 MOUs and similar agreements 
with the Federal Reserve Board of Governors, the Federal Reserve 
Banks, FDIC, NCUA, and OCC. Approximately 58 percent of these 
MOUs relate to the transfer of employees from some of these agen- 
cies under section 1064 of the Dodd-Frank Act; approximately 19 
percent relate to retirement and other employee benefits, including 
benefits for transferred employees; approximately 11 percent relate 
to the transfer or sharing of responsibilities between these agencies 
under the Act; and approximately 11 percent relate to information 
sharing between these agencies. (Totals do not add to 100 percent 
due to rounding.) 

Q.8.C. Is every one of these MOUs or other similar agreements 
available online? If not, why not? 

A.8.C. Due to the large number of MOUs and the fact that many 
contain Personal Identifying Information (PIT) inappropriate for 
public disclosure, they are not available online. 

Q.8.d. Please provide the Committee a copy of each of the MOUs 
or other similar agreements that the Bureau has executed. 

A.8.d. The Bureau will be happy to discuss with the Committee a 
request for copies of specific MOUs. 

Q.9.a. On May 6, 2010, on the floor of the Senate during the debate 
of the Dodd-Frank Act, Senator Dodd, then the Chairman of the 
Senate Banking Committee, stated “I have never claimed our pro- 
posal on consumer protection is perfect. I acknowledge the word 
‘abusive’ does need to be defined, and we are talking about striking 
that or making it better.” However, the term “abusive” was not re- 
moved from the final text of the Dodd-Frank Act, and the definition 
was never changed from that which appeared in the Senate bill de- 
scribed by Chairman Dodd. The Bureau includes a review for “abu- 
sive” practices as part of its supervisory manuals. Section 1031(b) 
expressly permits the Bureau to prescribe rules applicable to a cov- 
ered person or service provider identifying as unlawful abusive acts 
or practices in connection with a consumer for a consumer financial 
product or service, and such rules may include requirements for 
the purposes of preventing such acts or practices. 

As the former Chairman of the Senate Banking Committee ac- 
knowledged that the definition of the term “abusive” is inadequate, 
will the Bureau conduct or engage in any supervisory or enforce- 
ment actions with respect to “abusive” acts or practices before the 
term “abusive” is defined by regulation? 

A.9.a. In Section 1031(d) of the Dodd-Frank Act, Congress clearly 
and expressly limited the meaning of “abusive” acts or practices to 
those that: 
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(1) materially interfere with the ability of a consumer to under- 
stand a term or condition of a consumer financial product or 
service; or 

(2) take unreasonable advantage of a consumer’s: 

(a) lack of understanding of the material risks, costs, or con- 
ditions of the product or service; 

(b) inability to protect his or her interests in selecting or 
using a consumer financial product or service; or 

(c) reasonable reliance on a covered person to act in the 
consumer’ sinterests. 

The Bureau will be vigilant in observing and adhering to the limits 
of its authority under this provision. 

Q.9.b. Is it possible for an identical product to be abusive for one 
consumer and not for another? If so, how will you enact clear rules 
for market participants? 

A.9.b. The statutory provision provided by Congress is clear. Its 
application will depend on specific facts and circumstances. We will 
carefully consider any opportunity to provide greater clarity and 
specificity to markets regarding the definition of “abusive” acts or 
practices, whether under our rulemaking authority, by providing 
guidance through our supervisory function, through enforcement 
actions, or otherwise. 

Q.9.C. You have stated that for a practice to be abusive it “would 
have to be pretty outrageous practice” and “if you in your business 
stays away from pretty outrageous practices, you should be pretty 
safe.” Please provide examples of what an abusive or “pretty out- 
rageous practice” would look like in each of the following areas: 
mortgage lending, automotive finance, student lending, and payday 
lending. 

A.9.C. Determining which specific acts or practices are abusive is 
best left to a careful consideration of the specific circumstances of 
the acts or practices in question, considered in the context of all the 
facts, and in light of the language of § 1031(d). 

Q.lO.a. On the designated transfer date many regulations that 
were previously under the jurisdiction of other Federal agencies 
transferred to the jurisdiction of the Bureau. Many of these agen- 
cies had issued informal guidance (including, but not limited to, 
bulletins, guidelines, opinion letters, FAQs, articles, etc.) (“Informal 
Guidance”) that related to each of these rules. 

Is each of the Informal Guidance that was in effect as of the des- 
ignated transfer date still in effect? 

A.lO.a. On July 21, 2011, the CFPB published a list of rules and 
orders that will be enforced by the CFPB. As set forth in that no- 
tice: “For laws with respect to which rulemaking authority will 
transfer to the CFPB, the official commentary, guidance, and policy 
statements issued prior to July 21, 2011, by a transferor agency 
with exclusive rulemaking authority for the law in question (or 
similar documents that were jointly agreed to by all relevant agen- 
cies in the case of shared rulemaking authority) will be applied by 
the CFPB pending further CFPB action. The CFPB will give due 
consideration to the application of other written guidance, interpre- 
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tations, and policy statements issued prior to July 21 , 2011, by a 
transferor agency in light of all relevant factors, including: whether 
the agency had rulemaking authority for the law in question; the 
formality of the document in question and the weight afforded it 
by the issuing agency; the persuasiveness of the document; and 
whether the document conflicts with guidance or interpretations 
issued by another agency. The CFPB will seek over time to improve 
the clarity and uniformity of guidance regarding the laws it will 
administer as necessary in order to facilitate compliance with the 
Federal consumer financial laws.”^ 

Q.lO.b. If your answer to 10(a) is no, please provide a list of each 
and every Informal Guidance that the Bureau considers to no 
longer be in effect, with an appropriate reference or citation to such 
Informal Guidance. 

A.10.b. Not applicable. 

Q.ll.a. Collaboration among Federal banking agencies is of critical 
importance now that safety and soundness oversight has been split 
from consumer protection oversight. 

To what extent will guidance received by covered persons from 
the Bureau be honored by or any of the FDIC, OCC, Federal Re- 
serve Board, FTC, or other applicable agency? 

A.ll.a. While the answer to this question is ultimately within the 
province of the prudential regulators and other agencies, the Dodd- 
Frank Act makes clear that the CFPB has various rulemaking and 
interpretive authorities under the Federal consumer financial laws, 
as well as the supervisory and enforcement jurisdiction provided by 
Title 10 of the Dodd-Frank Act. Consequently, we anticipate that 
other agencies will honor CFPB guidance intended to clarify re- 
sponsibilities under the Federal consumer financial laws. The 
CFPB will consult with the other Federal banking agencies regu- 
larly to help ensure that CFPB guidance is informed by safety and 
soundness perspectives. For example, as required by the Dodd- 
Frank Act, we will coordinate our supervisory activities with the 
prudential regulators, and follow the process outlined in the Dodd- 
Frank Act to resolve conflicting supervisory determinations. The 
CFPB’s membership on the Federal Financial Institutions Exam- 
ination Council (FFIEC) and the Director’s participation on the 
FDIC and FSOC provide opportunities to facilitate and broaden 
such consultation. 

Q.ll.b. To what extent will guidance received by covered persons 
from the FDIC, OCC, Federal Reserve Board, FTC, or other appli- 
cable agency, be honored by the Bureau? 

A.ll.b. With respect to guidance involving safety and soundness 
matters, we expect that, in most cases. Federal banking agency 
guidance that relates to the financial condition of supervised insti- 
tutions will complement CFPB guidance on consumer protection 
issues. For example, prudential regulator guidance that encourages 
institutions to maintain strong internal controls as a general mat- 
ter may also promote strong compliance management programs in 
particular. Similarly, we do not expect that other agencies’ con- 


2 See 76 Federal Register 43569, 43570. 
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sumer protection guidance will conflict with the Bureau’s interpre- 
tation of Federal consumer financial law. Our ongoing collaboration 
with the other agencies will promote consistency in the application 
of these laws. 

Q.12.a. During the debate over the Dodd-Frank Act, the Adminis- 
tration advocated the provision of “plain vanilla financial products”. 
This one-size-fits-all approach would have reduced the diversity of 
financial products consumers can choose from. 

Is it a priority of the Bureau to steer consumers into “plain va- 
nilla”-type products? 

A.12.a. No. 

Q.12.b. Is ensuring that consumers have access to a variety of fi- 
nancial products from which a consumer can determine that prod- 
uct which best fits the consumer’s individual need a priority of the 
Bureau? 

A.12.b. The Bureau has been working from day one to help put 
consumers in a better position to choose products that best serve 
their needs. The Bureau’s work to ensure that markets for con- 
sumer financial services are fair and transparent — two of the Bu- 
reau’s statutory purposes — facilitates consumer choice. Fairer and 
more transparent markets are also more likely to promote access 
and innovation, which are also statutory objectives of the Bureau. 

Q.12.C. In what ways would a consumer credit market which only 
offered “plain vanilla” products be harmful to consumers, small 
businesses, and the wider economy? 

A.12.C. The Bureau would not speculate on this hypothetical but 
notes that the quality of consumer credit markets depends on nu- 
merous factors, of which consumer choice is merely one. 

Q.lS.a. The Bureau recently published a final rule on remittance 
transfers. In this final rule you certified that a small business 
panel was unnecessary because it would not have a significant im- 
pact on a substantial number of small businesses. The Small Busi- 
ness Administration, however, found that the proposed rule vastly 
underestimated the size of the industry affected by this rule. Fur- 
ther, in a comment letter the Credit Union National Association 
stated: 

[t]hese new liabilities could require the credit union to as much as double 
the fees it charges for international wires, which now range between $20 
to $35 per transaction, in order for the program to remain economically sus- 
tainable . . . Credit unions also believe that the estimate of 1.5 hours a 
month to address reported ‘errors’ underestimates the true regulatory bur- 
den of these requirements, at least in the context of wire and ACH trans- 
actions, by at least a factor of 10. 

Do you agree with the SBA analysis of the number of entities 
that will be affected by this rule? If not, please explain why not. 
A.lS.a. The Bureau’s final rule on remittance transfers regulates 
remittance transfer providers. There are three primary groups of 
entities that are likely to be remittance transfer providers under 
the rule: depository institutions, credit unions, and nondepository 
institutions that are often known as “money transmitters.” Money 
transmitters often operate through agents. Agents are not nec- 
essarily remittance transfer providers under the rule, but may nev- 
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ertheless work with remittance transfer providers to implement the 
rule. 

The SBA stated in its comment letter that there were 200,000 to 
300,000 money transmitters and their agents (large and small) in 
the United States. The SBA stated that this estimate was based on 
a telephone conversation with a trade association, the National 
Money Transmitters Association (NMTA). The SBA did not address 
the estimates in the proposal for the number of depository institu- 
tions or credit unions affected by the rule. 

In response to SBA’s comments, the Bureau reviewed and up- 
dated the estimates presented in the Initial Re^latory Flexibility 
Analysis to the proposed rule. The Bureau reviewed the NMTA’s 
estimate of the number of money transmitters, which the NMTA 
provided in a comment letter and stated was based on State licens- 
ing data. The Bureau concluded that other data provided a more 
precise estimate of the number of agents. 

The Bureau reviewed several data sources and concluded that 
the best estimate of the number of money transmitter agents in the 
United States was based on an estimate prepared for the Financial 
Crimes Enforcement Network (FinCen), of the U.S. Treasury, 
which regulates money transmitters, their agents, and other money 
services businesses for compliance with the Bank Secrecy Act. In 
2005, KPMG LLP prepared for FinCen an estimate of the size of 
various money services markets. The estimates were based on a 
methodologically sophisticated survey of the money services busi- 
ness. ^ For reasons explained in the final rule, the Bureau regards 
the estimates in this study as preferable to those provided by the 
SBA. The KPMG study found that there were 67,000 money trans- 
mitters and agents in the United States in 2005. In order to ac- 
count for the seven intervening years, the Bureau considered ad- 
justing this figure by the percentage that employment changed in 
the broader sector to which money transmitters belong. The most 
recent data is for 2010, and employment fell 19 percent in this sec- 
tor from 2005 to 2010. The Bureau kept the 67,000 figure rather 
than possibly underestimate the number of entities that may be af- 
fected by the rule. 

Q.13.b. Please describe the process you used to make the deter- 
mination that the remittance transfer rule would not have a sig- 
nificant impact on a substantial number of small businesses. 

A.13.b. As stated in the Final Regulatory Flexibility Analysis to 
the remittances rule, the Bureau did not certify that the final rule 
will not have a significant economic impact on a substantial num- 
ber of small entities. Therefore, as required by statute, the Bureau 
performed a final regulatory flexibility analysis as part of the final 
rule. Certain agencies (including CFPB) are required to convene an 
interagency panel under the Small Business Regulatory Enforce- 
ment Fairness Act (SBREFA) prior to proposing certain types of 
rules. SBREFA requirements, however, do not apply to final rules, 
and the SBA did not suggest otherwise. By the time the Bureau as- 
sumed authority for the remittances rulemaking, the proposed rule 
had already been published by the Federal Reserve Board, and 
small businesses had had 2 months to submit comments. The Bu- 


^KPMG, 2005 Money Services Business Industry Survey Study, September 2005. 
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reau carefully considered and addressed the SBA’s concerns when 
performing its own analysis of the final rule on small businesses. 

Q.13.C. You stated during the hearing that the cost of this final 
rule will be $0.25 per $100. How did you calculate this cost? 

A.13.C. The Bureau estimated that the ongoing burden of the rule 
for purposes of the Paperwork Reduction Act is 4.253 million bur- 
den hours. To convert this number into dollars, the Bureau used 
a weighted average of burden hours and associated labor costs 
taken from agencies from which the Bureau assumed administra- 
tive enforcement authority for the Electronic Fund Transfer Act to 
derive an hourly wage rate of $29.62. The product of 4.253 million 
burden hours and $29.62 per hour is $126 million dollars. There is 
no available estimate of the volume of remittance transfers, as de- 
fined in the Dodd-Frank Act and the January 2012 rule. Based on 
its review of several estimates of related sets of financial flows, the 
Bureau estimated that consumers in the United States send ap- 
proximately $50 billion in remittance transfers every year, which 
may be a conservative estimate of such volume. The ratio of $126 
million to $50 billion is $.0025 per dollar sent, or equivalently, $.25 
per $100 sent. 

Q.13.d. Do you believe that certain institutions will stop offering 
remittance transfers? If so, how did you factor the abandonment of 
offering remittance services into your cost analysis? 

A.13.d. The Bureau cannot predict, at this stage, whether certain 
institutions will stop offering remittance transfers. The Bureau did, 
however, discuss the possibility that some providers would face 
challenges in compliance, and that as a result, some providers may 
choose to exit the business and has factored the possible abandon- 
ment of certain specific remittance transfer services into the quali- 
tative consideration of benefits, costs, and impacts of the rule. 

For example, the final rule generally requires remittance trans- 
fer providers to provide senders with accurate information about 
the exchange rate, fees, and taxes applicable to the transaction, 
and the amount to be provided to the designated recipient. The 
final rule, however, provides a temporary exception to insured de- 
positories and credit unions from the requirement to provide accu- 
rate disclosures and instead permits these institutions to estimate 
certain values. The Section 1022 analysis recognized that institu- 
tions that do not have the temporary exception may cease offering 
products for which they do not have the ability to estimate. Indus- 
try stated in comment letters that such products exist, but did not 
provide the Bureau with any data on the volume of transactions 
using such products. 

The Section 1022 analysis also recognized that the temporary ex- 
ception granted to insured depositories and credit unions may not 
be sufficient to ensure that all of these institutions will continue 
to provide remittance transfers. The analysis noted that consumers 
benefit from having access to both open network products like wire 
transfers and the closed network products provided by money 
transmitters. The analysis specifically noted that there may be a 
tradeoff between the accuracy of disclosures and access to remit- 
tance transfers and that estimated disclosures and accurate disclo- 
sures strike a different balance between accuracy and access. 
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Q.14.a. Recent payday lending guidance issued by the Bureau in- 
cludes a footnote that specifies that overdraft lines of credit are not 
covered by the guidance, even though they are economically equiva- 
lent to traditional payday loans. You noted the similarity between 
overdraft protection and payday loans, but you said that “we were 
trying to focus our exam guidance on a particular type of product 
in the nonbank sector.” 

Will you use your authorities to differentiate examination, en- 
forcement and supervision based on the type of financial institution 
providing the product, rather than on what the product is? 

A.14.a. We generally will not use our authorities to differentiate 
examination, enforcement, and supervision based on the type of fi- 
nancial institution that is providing the product. Indeed, leveling 
the playing field for all industry participants to create a fairer mar- 
ketplace for consumers and the responsible businesses that serve 
them is a key goal of the Bureau. 

A small number of depository institutions, for instance, offer a 
variant of a payday loan. Although most payday lending activity 
continues to occur in the nonbank sector, the CFPB’s recently re- 
leased Small-Dollar, Short Term Lending Procedures expressly 
apply to products offered by both banks and nonbanks. By stand- 
ardizing the procedures across business type, we will work to en- 
sure a more consistent supervisory approach across the consumer 
financial services industry. 

Q.14.b. If the products are economically equivalent, why would you 
discriminate based on the type of financial institution providing the 
product? 

A.14.b. The CFPB is examining equivalent products using the 
same standards. For example, our payday procedures apply to 
short-term, small-dollar loans that include some form of access or 
claim to a customer’s deposit account, regardless of whether the 
product is offered by an online payday lender or a depository insti- 
tution. 

Q.15.a. States regulate both banks and nonbanks, and con- 
sequently, there will be a tremendous amount of overlap between 
State regulators and the Bureau. Any action taken by the Bureau 
is likely to raise preemption issues. Previously when asked about 
State preemption you stated that some States have “significant and 
robust oversight” and that “we have no intention at this point to 
preempt State law in these areas.” 

Do you believe that the dual banking system should be pre- 
served? 

A.15.a. The dual banking system has deep historical roots in the 
United States, and the Dodd-Frank Act fits within this tradition. 
Under section 1025 of the Act, the Bureau has supervisory jurisdic- 
tion over very large banks, thrifts, and credit unions (and their af- 
filiates), whether they are federally or State-chartered. 

Q.lS.b. How will you determine which State laws need to be pre- 
empted? 

A.lS.b. Under section 1041 of the Dodd-Frank Act, State laws are 
preempted by Title X of the Act only to the extent they are incon- 
sistent with that title, and then only to the extent of the inconsist- 
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ency. Further, a State law is not considered inconsistent with Title 
X because the State law affords consumers greater protection than 
provided by Title X. This type of preemption standard has been 
used in a variety of Federal consumer protection laws for decades. 
The Bureau would undertake any preemption determination with 
care and with due recognition of the important role of State law in 
protecting consumers. 

Q.15.C. In what instances will the Bureau act independent of State 
regulators? In what instances will the Bureau partner with State 
regulators? 

A.15.C. The Bureau is committed to and welcomes collaboration 
with State regulators, and various provisions of the Dodd-Frank 
Act speak to the importance of this collaboration. Collaboration en- 
sures that we best leverage our limited resources to protect con- 
sumers and that we seek to minimize the regulatory burden felt by 
industry. Working with State regulators allows us to better under- 
stand their perspectives, which informs and enriches our work. The 
Bureau also recognizes that it has a duty to enforce Federal con- 
sumer protections and will act independently to do so when the cir- 
cumstances warrant. 

Q.lS.d. Do you have any concerns that State attorneys general will 
interpret Federal consumer financial laws and/or regulations in an 
inconsistent way? Do you have any obligation to ensure consistent 
application of Federal consumer financial laws and regulations? 
A.15.d. As a former State attorney general, I appreciate the impor- 
tant role that State attorneys general can play in the enforcement 
of consumer protection requirements. Section 1042 of the Dodd- 
Frank Act contains safeguards to minimize the risk of inconsistent 
application of Title X of the Act and regulations issued under that 
Title. That provision generally provides for State attorneys general 
and State regulators to consult with the CFPB before initiating en- 
forcement actions under these authorities. Last summer, the Bu- 
reau issued regulations to clarify this process. Advance notice of 
State enforcement actions will help the Bureau and the States 
work together to avoid inconsistent interpretations of Title X. Simi- 
lar consultation requirements can be found in other Federal con- 
sumer financial laws. 

Q.lS.e. If a State chooses not to regulate a financial product or 
service, will you view that as harmful to consumers? 

A.15.e. There could be many reasons why a State might choose not 
to regulate a consumer financial product or service. The Bureau’s 
mission is to ensure that Federal consumer protections are followed 
regardless of the State in which the consumer lives. Under section 
1024(b)(2) of the Dodd-Frank Act, the extent to which State au- 
thorities provide oversight to nonbank entities that provide con- 
sumer financial products or services is one of the factors that the 
Bureau will consider in deciding whether to exercise its supervisory 
authority over that entity. 

Q.ie.a. As a voting member of the Financial Stability Oversight 
Council, you are charged with identifying threats to the financial 
stability of the United States. 
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In your view, what is currently the most serious threat to the fi- 
nancial stability of the United States? 

A.16.a. Congress has charged the Council with the responsibility 
for identifying threats to the financial stability of the United 
States. In the Council’s annual report for 2011, the Council identi- 
fied several vulnerabilities in the financial system, including the 
significant market uncertainty in Europe and real-estate related 
exposure for many U.S. financial institutions. In my role as a mem- 
ber of the Council, I look forward to contributing to the Council’s 
ongoing work to identify, monitor and respond to emerging threats 
to our Nation’s financial stability. 

Q.ie.b. What metrics do you use to identify systemic risks? 

A.lG.b. In the Council’s 2011 report, the Council noted that it is 
in the combination of imbalances, shocks, and vulnerabilities that 
threats to financial stability arise. The Council’s process to assess 
threats is a collaborative one, and is driven by the best information 
available from the markets, institutions, industry, and academia, 
as well as the expertise and information of its member agencies. 
The Council created its Systemic Risk Committee to gather infor- 
mation from the member agencies and to use this information to 
assist the Council in monitoring and assessing risks. 

RESPONSE TO WRITTEN QUESTION OF SENATOR JOHANNS 
FROM RICHARD CORDRAY 

Q.l. Mister Cordray, I worry about the costs to our economy and 
to our financial institutions of complying with rules and super- 
visions undertaken by the Bureau, only for those rules, regulations 
and enforcement actions to be set aside in the future by a Court 
that passes judgment on the validity of your appointment and the 
scope of your authority. By statute, the Bureau is required to ana- 
lyze the costs, benefits and impacts of its rules, and the Semi-An- 
nual Report makes clear that the Research, Markets and Regula- 
tions Division is conducting that analysis. As that analysis is being 
performed, is the Research team weighing at all the possibility that 
your rules will be vacated by a court? If the rules are eventually 
challenged and set aside, implementation would result in cost to 
the economy which is not offset by any realized benefit. 

If this evaluation is not being performed, why not? It strikes me 
that this determination is not just a remote possibility, so it should 
be accounted for. Do you feel it would be appropriate to begin doing 
so? 

A.l. The Bureau analyzes the benefits, costs, and impacts of rules 
as required by statute. In its analyses thus far, the Bureau has not 
addressed the possibility that rules will be vacated by a court. This 
approach is consistent with the Bureau’s understanding of the ap- 
proach followed by other agencies. 
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FACT SHEET: SMALL BUSINESS REVIEW PANEL PROCESS 
What is a Small Business Review Panel? 

A Small Business Review Panel is a means by which the Consumer Financial Protection 
Bureau (“CFPB”) can obtain input from small businesses that are likely to be directly 
affected by a regulation that the CFPB may issue. Under the law, when a rule under 
development may have a significant economic impact on a substantial number of small 
entities, representatives from the CFPB, the Chief Counsel for Advocacy of the Small 
Business Administration (SBA), and the Office of Management and Budget’s Office of 
Information and Regulatory Affairs form a Review Panel. Tire Panel meets with a 
selected group of representatives from small businesses. During this outreach meeting, 
small businesses provide the Panel with important feedback on the potential economic 
impacts of complying with proposed regulations. They may also provide feedback on 
regulatory options under consideration and regulatory alternatives to minimize these 
impacts. 

What is the Role of Small Businesses in the Review Panel Process? 

Prior to a scheduled Panel outreach meeting, the CFPB distributes outreach materials and 
a list of the selected small businesses and their representatives to each meeting 
participant. The outreach materials typically contain: 

• information on the background of the proposed rule under development; 

• an overview of the proposed rule or regulator)' options under consideration; 

• other information that will enable small business representatives to provide 
meaningful comments on the likely economic impacts of the proposed rule and 
advice on potential alternatives; and 

• a list of questions and issues on which the CFPB will seek small business input at 
the Panel outreach meeting. 

During the Panel outreach meeting, the CFPB reviews the regulatory proposals and 
options or alternatives under consideration with the participating small business 
representatives. The Panel may ask the representatives to help identify other federal 
regulations that may overlap, duplicate, or conflict with the CFPB’s proposed rule. The 
Panel then discusses and obtains input from small businesses on the anticipated 
compliance requirements and costs of the proposed rule. In addition, the Panel solicits 
advice regarding potential regulatory alternatives that would minimize any sigmficant 
economic impacts of the proposed rule on small businesses wliile accomplislting the 
objectives of apphcable statutes. The CFPB may also solicit feedback from small 
businesses on how the proposed rule may impact the cost of credit for small entities and 
ways to minimize any such impact. In addition to providing verba! comments on these 
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issues during the Panel’s outreach meeting, small businesses that are selected to 
participate in a Panel outreach meeting will be provided an opportunity to submit written 
comments. 

How Does the Review Panel Use the Input Provided by Small Businesses? 

Within 60 days of convening, the Review Panel issues a report on the input received 
from small businesses during the panel process. Tlie report also contains the Panel’s 
findings on the potential economic impacts of a regulation on small businesses and any 
significant alternatives that accomplish the objectives of the rule while minimizing such 
impacts. Copies or summaries of any written comments provided by participating small 
business representatives may also be included with the Panel’s report. Once the proposed 
rule is published, the Panel’s final report will be placed in the public rulemaking record. 

Tlie CFPB discusses and considers the Panel’s report and the comments and advice 
provided by small businesses as it prepares the proposed rule. Once the rule is proposed, 
any small businesses or organizations, including those that participated in the panel 
outreach meeting, may submit formal written comments during the pubHc comment 
period. 

How Are Small Businesses Selected to Meet with a Small Business Review Panel? 

The CFPB, in consultation with die SBA, selects and appoints individuals to represent 
categories of small entities likely to be subject to the requirements of a rule under 
development. 

A “small entity” may be a small business, a small organization, or a small government, as 
defined by the Regulatory Flexibility Act. The definition of “small business” varies by 
industry. Information and guidance on the definition and industry size standards that 
apply to small businesses is available through the SBA’s website at 
http:/ /www.sba.gov/sizc . Representatives of small organizations that are not-for-profit 
enterprises and are independendy owned and operated and not dominant in their field 
are also eligible to meet with the Panel if their organizations will be subject to the 
proposed rule under development. 

In selecting representatives, the CFPB first determines the types of small entities (e.g., 
small businesses, small organizations, and small government jurisdictions) that are likely 
to be directly subject to the requirements of a mle under development. The CFPB then 
develops a list of potential individuals to represent the interests of small entities at the 
Panel outreach meeting. Final representatives will be designated by the CFPB after 
consultation with the SBA. 

CFPB staff contacts each potential representative to confirm small entity status and the 
representative’s willingness and availability to participate in a Panel outreach meeting. 
During this initial contact, the CFPB provides potential representatives with genera! 
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information on the background and purpose of the Panel review process and information 
about logistical and scheduling matters. Small businesses may participate in the Panel 
outreach meeting in person or by teleconference, but generally travel and participate in 
the process at their own expense. 

Wliile the exact number of potential representatives selected will vary according to the 
nature of each rule, typically 15 to 20 small business representatives are selected to meet 
with the Panel. 

Where Can Small Businesses Obtain More Information? 

Additional information on matters relating the Small Business Panel Review process is 
available from the following sources: 

• The Office of Advocacy of the U.S. Small Business Admimstration (SBA) 
http: /' /wwv.-. sba.gov/ advocacy 

• The Office of Advocacy of the SBA: The Small Business Regulatory' 
Enforcement Fairness Act of 1996 (SBREFA) 
http://\vvt'w.sba.gov/advocacy/82.5 

• SBA Size Standards for Small Businesses http:/ /\^'ww.sba.gov7 size 
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Message from 
Richard Cordray 

DIRECTOR OF THE CFPB 



On July 21, 2011, the Consumer Financial Protection Bui^u began operations as the 
country’s first federal agency focused on protecting American consumers. I am proud to 
state in this Inaugural Semiannual Report to Congress that the Bureau is well on its way 
to doing just that. 

Consumer finance is an important part of American life. Financial products and ser\’ices 
are used not only to help achieve the American Dream but to help us live our daily 
lives. Student loans, mortgages, and credit cards - these are all products that help us 
move forward and live more conveniently. But as we saw in the run-up to the 2008 
financial crisis, these kinds of products can also get consumers and the larger economy 
into trouble. The 2010 Dodd- Frank Wall Street Reform and Consumer Protection Act 
created the Bureau to make sure that consumers are protected and businesses operate in 
a fair and competitive market, American consumers and the hone.st businesses that serve 
them deserve this transparent and honest environment. 

Before the Dodd-Frank Act, responsibility for administering and enforcing federal 
consumer financial laws was scattered across seven different federal agencies. Now 
consumers can look to just one agency. We do not take this responsibility lightly. We are 
working hard to make costs and risks dear, to le%'ei the playing field in consumer financial 
products and services, and to enforce consumer financial laws. 

In our first six months, under the leadership of Raj Date, the Special Advisor to the 
Secretary of the Treasury, we made great progress in building the agency. Wc began 
examining the country’s largest banks. We started several Know Before You Owe 
campaigns to encourage transparency in key credit market.s. And, among many other 
things, we started consumer education campaigns, began taking and resolving mortgage 
and credit card complaints from consumers, and launched offices dedicated to older 
Americans, students, and service members. 
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Throughout all of our hard work, we have been motivated by the needs of the American 
consumer. From our website’s “leU Your Story” feature to our toll-free phone number to 
out trips across the country to talk to consumers and industry, we are making evert’ effort 
to be both accessible and transparent to the American public We also take seriously tlie 
important role that Congress plays in overseeing our work. That is why we put so much 
effort into reports like this one. And that is why we have testified before Congress 12 
times so far, with more to come. We understand that this open communication is critical 
for us to learn and do the best job we can. 

We realize the road ahead is long. This year will be important for us as we expand our 
work on behalf of all Americans. We look forward to the challenge and we hope that our 
federal and state government colleagues, our friends in industry, and the public join to 
help us deliver on Congress’s vision that we stand on the side of consumers to improve 
their daily lives. 


Sincerely, 




Richard Cordray 



Director Cordray with Dep>iity Director Raj Date, who served as Special Advisor to 
the Secretary of the Treasury on the CFPB during the first six months of the Bureau's 
operation. 
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Executive Summary 


The Consumer Financial Protection Bureau (“CFPB” or “Bureau’^ is the nation’s 
first federal agency focused solely on consumer financial protection. Previously, 
seven different federal agencies were responsible for consumer financial protection.’ 
Rulemaking, supervision, and enforcement authorities were divided inefficiently across 
these agencies. Gaps in oversight resulted in practices that hurt consumers, responsible 
companies, and the economy as a whole, 

The Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-Frank 
Act”) created the CFPB on the premise that a focused, accountable agency should be 
responsible for consumer financial protection. Congress vested the CFPB with authority 
under more than a dozen consumer protection laws to wmte rules, supervise financial 
services companies, and enforce the law,^ 

In fulfillment of its statutory responsibility and its commitment to accountability, the 
CFPB is pleased to present its inaugural Semi-Annual Report to the President and 
Congress. This report summarizes the CFPB’s activities and accomplishments over the 
period from its launch on July 21 through December 31, 2011 and provides information 
required by the Dodd-Frank Act.^ 

The Dodd-Frank Act defines five objectives for the CFPB; 

• to ensure that consumers have timely and understandable information to make 
responsible decisions about financial transactions; 

• to protect consumers from unfair, deceptive, or abusive acts or practices, and 
from discrimination; 

• to reduce outdated, unnecessarj', or unduly burdensome regulations; 

« to promote fair competition by consistent enforcement of the consumer 
protection laws in the Bureau’s jurisdiction; and 

• to encourage markets for consumer financial products and serv'ices that operate 
transparently and efficiently and to facilitate access and innovation.** 

Since opening its doow, the CFPB has advanced toward these goals and has laid the 
foundation of a great institution. 


' The agencies which previously 
administered statutes transferred to the 
Bureau are the Board of Governors of 
the Federal Reserve System ("Federal 
Reserve"), Departmertt of Housing 
and Urban Development {"HUD"), 
Federal Deposit insurance Corporation 
("FDIC"), Federal Trade Commission 
("FTC"), Matioria! Credit Union 
Administration ("NCUA"), Office of 
Comptroller of the Currency ("OCCT, 
and Office of Thrift Supervision ("O'S”). 

^ These statutes include, among others, 
the Alternative Mortgage Transaction 
Parity Act of 1982 (12 U S C. 3801 et 
seq ); the Equal Credit Opportunity 
ActdSU.S.C. 1691 etseq.) ("ECOA"): 
certain portions of the Fair Cred't 
Reporting Act (15 U S C 1681 et seq ); 
the Home Mortgage Disclosure Act of 
1975 (12 U S.C. 2801 et seq ) (“HMDA“); 
the Home Ownership and Equity 
Protection Act of 1994 (15 U S.C. 1601); 
the Real Estate Settlement Procedures 
Act of 1974 (12U.S.C. 2601 etseq); 
the Secure and Fair Enforcement for 
Mortgage Licensing Act (12 U S.C. 5101 
et seq ); and the Truth ir> lending Act 
(15US.C. 1601 Btseq.). 

’ Future reports will cover six-momh 
increments begintting January 1st 
and July 1st. Appendix A provides 
a guide to the Bureau's response to 
the reporting requirements of Section 
1016(e) of the Dodd-Frank Act, 


^Dodd-Frank Act, Public Law 1 1 1-203, 
Section 1021(b) 
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DELIVERING FOR AMERICAN CONSUMERS 

In its first six months, the CP'PB has taken significant steps to make consumer financial 
markets work better for consumers and responsible companies by: 

• resolving consumer complaints about credit cards and mortgages; 

• launching a supervusion program that will promote compliance with consumer 
protection laws in the Bureau’s jurisdiction by financial companies of all kinds; 

• evaluating and developing disclosures that make the costs and risks of financial 
products easier for consumers to understand; 

• working to implement statutorj' protections for consumers who rely on 
consumer financial products, such as mortgages; 

• launching the Bureau’s website — ConsumerFinance.gov - and using it to 
engage the public in a range of projects; 

• creating several ways in which individuals can alert the CFPB about potential 
violations of consumer protection laws in the Bureau’s jurisdiction; and 

• improving information about tlie structure of consumer financial markets and 
consumer behavior through practical market intelligence and independent 
research. 


BUILDING A GREAT INSTITUTION 

All of this has taken place while the CFPB has been in full start-up mode - literally 
building the Bureau team by team. 

No standup work has been more important than hiring the CFPB’s staff. The CFPB 
team now consists of more than 750 employees across the country, including more tlian 
230 who transferred from federal banking regulators and other agencies. Examiners, 
economists, lawyers, and experts in finance, technology, and outreach have come to the 
Bureau from across the country. Tliey bring substantial experience from regulatory 
and law enforcement agencies, financial services companies, and a range of nonprofit 
oi^anizations, The expertise, diversity of perspective, and sheer energy of this team are 
the Bureau’s most important asset. 

Additionally, the Bureau has worked to build an infrastructure that will continue to 
promote transparency, accountability, and fairness. That includes; 


'Dodd-Franfc Act, Public Law 1 11-203, 
Section 1013. 

• recruiting highly qualified personnel and promoting diversity in the CFPB’s 
workforce and among its contractors; 


launching statutorily required offices for Community Affairs, Consumer 
Response, f^air Lending & Equal Opportunity, Financial Education, Older 
Americans, Minority and Women Inclusion, Research, and Ser\ticemcmber 
Affairs;^ 
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• working toward signing memoranda of understanding with federal banking 
regulators and other agencies to establish protocols for information sharing, 
coordination, and where appropriate the conduct of “simultaneous” supervisor)’ 
activities; 

• defining procedures to promote fair enforcement of the law, such as the 
Bureau’s Notice and Opportunity to Respond and Advise (“NORA”) Policy; 

• designing an ethics program to promote public confidence in the integrity and 
impartiality of the Bureau’s employees; 

• establishing a financial management infrastructure with effective internal 
controls; and 

• building a 21st Century information technology infrastructure to ensure 
that supervisory activity was not interrupted upon transfer, that consumers 
and industry have an easy-to-use and trusted system for handling consumer 
complaints, and that allows the Bureau to build innovative online products 
rapidly. 


NEXT STEPS 

On January 4, 2012, President Barack Obama appointed Richard Cordray as the CFPB’s 
Director. Since then, the Bureau has launched its nonbank supervision program; 
issued regulations governing certain international money transfers; and announced 
the formation of the Repeat Offenders Against Military (“ROAM”) Database to track 
scams that target the military community. ITie CFPB also held its first field hearing in 
Birmingham, Alabama to gather information on payday lending from consumers and 
officials from industry, advocacy groups, and government agencies. 

This report marks the Bureau’s beginning. Over the next six months, the pace of the 
Bureau’s efforts to make consumer financial markets work better will intensify, Visit 
the CFPB’s website (consumerfinance.gov) and check in on the CFPB’s work over the 
coming months, 
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The Bureau's Structure 


Hie CFPB’s structure brings diverse professional perspectives to bear on the challenges 
of understanding the marketplace for consumer financial products and services. The 
Bureau’s six primar)- divisions feature talented teams of examiners, economists, lawv'ers, 
and policy analysts who have experience working for consumers and industry in the 
public, private, and non-profit sectors. I’hese divisions include; 


CONSUMER EDUCATION AND ENGAGEMENT 


Engaging consumers and enabling them to take control of their financial lives are top 
priorities for the CFPB. The Bureau aims to provide consumers wth the information 
they need when they need it, so that they can achieve their own financial goals. 


The Consumer Education and Engagement Division has six offices: 


Financial Education provides consumers ■vt'ith information to help them 
make informed financial decisions, studies effective practices for improving the 
financial capability of consumers, and promotes innovative strategies in the field 
of financial education. 


Consumer Engagement encourages the public to participate in the CFPB’s 
work and develops programs to help consumers make informed financial 
decisions through the CFPB’s website, social media, and other tools. 


Older Americans helps improve financial literacy among Americans aged 62 
years and over and helps protect them from financial fraud and exploitation 
through outreach, education, and targeted initiatives. 


Servicemember Affairs educates servicemembers, veterans, redrees, and their 
families about financial products and services, assists Consumer Response in 
addressing complaints from servicemembers, coordinates state and federal 
efforts to protect military consumers, and informs the Bureau’s staff about the 
unique experiences of military members and their families. 
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Students increases awareness about the impact of financial decisions associated 
with various educational programs and odier financial products and identifies 
policy and marketplace issues with a special impact on students. 


Financial Empowerment enhances access to and knowledge of financial 
products and services among lower-income consumers and promotes 
opportunities for asset creation among working families and new entrants to 
banking. 


RESEARCH, MARKETS AND REGULATIONS 


I'he Research, Markets and Regulations Division leads the Bureau’s efforts to articulate an 
informed perspective about current issues in consumer financial markets. 1 his division 
includes the following groups: 


Research investigates an array of topics related to consumer financial markets 
and publishes findings to improve information available to market participants 
and to inform the Bureau’s work. Research also evaluates benefits and costs of 
potential and existing regulations. 


The Markets teams - Mortgages; Cards; Installment and Liquidity Lending 
Markers; and Deposits, CoOections and Credit Information - provide practical 
market intelligence and monitoring to Bureau colleagues and to the public. 


Regulations ensures that rules implementing the consumer protection laws 
under the Bureau’s authority are issued and interpreted in an informed, fair, and 
efficient manner in accordance with the law. 


SUPERVISION, ENFORCEMENT, AND FAIR LENDING & 
EQUAL OPPORTUNITY 


The CFPB’s Supervision, Enforcement, and Fair J.vCnding & Equal Opportunity Division 
promotes compliance with consumer financial protection laws under the Bureau’s 
authority. 


Supervision monitors bank and nonbank providers of consumer financial 
products and services for compliance with the applicable consumer protection 
laws, 
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Enforcement investigates potential violations of laws in the Bureau’s 
jurisdiction, pursues appropriate enforcement actions against those who violate 
these laws, and supports consumer protection enforcement nationwide. 


Fair Lending & Equal Opportunity leads the Bureau’s efforts to ensure fair, 
equitable, and nondiscriminatory access to credit for individuals and communities 
through supervisory oversight and enforcement of federal fair lending laws, 
outreach, education, and engagement. 


CHIEF OPERATING OFFICER 


This division sustains the CFPB’s operational infcistructure to support the Bureau’s 
growth and enable its success. This division includes a budget and finance team to 
oversee the Bureau’s financial planning and management; a procurement team to oversee 
the Bureau’s contracts with outside contractors and service providers; a Human Capital 
office that recruits, hires, and works to retain highly qualified personnel across the 
Bureau; a records office that manages the Bureau’s compliance with the Freedom of 
Information Act, the Privacy Act, and other laws; and an opemtions team diat manages 
the CFPB’s physical plant. In addition, this Dhdsion includes three teams whose work 
directly touches the public: 


Consumer Response addresses consumer complaints, provides consumers with 
information, and connects them with additional resources where appropriate. 
Consumer Response’s about issues confronting consumers in the marketplace 
helps inform many aspects of the Bureau’s work. 


The Office of Minority and Women Inclusion (“OMVC’I”) ensures that a 
commitment to inclusion informs the Bureau’s work, that the Bureau promotes 
opportunities for underrepresented populations in its hiring and contracting, 
and that the Bureau fulfills its mandate to assess the diversity practices of the 
companies that it supervises. 


Technology and Innovation (“T&I”) develops online products that help 
inform consumers, track consumer complaints, and make critical data available 
to the public. T&I maintains a 21st-centur\’ data infrastructure in support of the 
Bureau’s mission. 
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EXTERNAL AFFAIRS 


The Bureau’s Externa! Affairs Division maintains robust and steady dialogue with 
stakeholders of all kinds. I’his ensures that the perspective of consumers, industry, 
advocacy groups, state and federal officials, and other stekeholders shape the Bureau’s 
work, and in turn that these groups have the latest information about the CFl’B and its 
work. 


This di\T.sion has five offices: 


Small Business, Community Banks and Credit Unions conducts outreach 
to small businesses and smaller credit providers, especially community banks and 
credit unions. 


Community Affairs keeps the Bureau connected to consumer advocacy, faith- 
based, fair lending, civil rights, and other nonproBt groups 


Intergovernmental Affairs conducts outreach to municipal, state, and other 
government entities. 


Legislative Affairs serves as a liaison to Members of Congress and 
congressional staff. 


Media Relations serves as a liaison to local, regional, and national media. 


The CFPB will also create a Consumer Advisory Board comprised of a range of external 
stakeholders. That board will consult with the Bureau about the exercise of its functions 
and provide information on emerging practices in consumer financial markets, including 
regional trends and concerns. 


GENERAL COUNSEL 


This office is responsible for the Bureau’s interpretation of and compliance with all 
applicable laws, advises the Director and the Bureau’s division.s, and defends the Bureau 
against legal actions by outside parties. This team also administers the Bureau’s ethics 
program to promote public confidence in the integrity and impartiality of the Bureau’s 
employees. 
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The CiT^B’s creation of offices for Community Affairs, Consumer Response, Fair 
Lending & Equal Opportunity, ffinancia! Education, Older Americans, OMVC^I, Research, 
and Servicemember Affairs satisfied requirements of die Dodd-Frank Act.* The Dodd- 
Frank Act also required appointment of a Private Education Loan Ombudsman to 
monitor the resolution of private student lending complaints and an Ombudsman who 
will help resolve consumer and industr)' complaints about the Bureau’s supervisory and 
enforcement processes.' Both of these Ombudsman have been appointed. 


“Dodd-Frank Acs, Publ'c Law 11 1-203, 
Section 1013 


■ Ibid; Dodd-frank Act, Public lam 
1U-203. Section W35(aj. 
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Delivering for American Consumers 


The Dodd-Frank Act vested the CFTB with responsibility for implementing and 
promoting compliance with more than a dozen federal consumer protection laws. Since 
July 21, 2011, the Bureau has begun to improve the information available to consumers, 
respond to consumer complaints about credit cards and mor^ages, supervise certain 
large banks and mortgage servicers, and engage consumers, industry, and other 
stakeholders in these efforts. 


KNOW BEFORE YOU OWE 

Over the past year, the CITB has \wrked to make the costs and risks of financial 
products easier to understand. This is the heart of the Btireau’s stature campaign — 
Know Before You Owe. 

Consumers expect to be held responsible for their purchases and debts. But they 
deserve to be able to make a choice about what products and services to use based on 
a fair presentation of the costs, risks, and benefits of those offerings, 'fhis kind of 
transparenc)^ encourages personal responsibility and smart decision-making. The CFPB 
has published prototype forms for mortgages, student loans, and credit cards that are 
designed to make important information easier to find. 

Know Before You Owe also shows that the Bureau is intent on engaging the public in its 
work in innovative ways. During each project, the CFPB invited the public - consumers, 
the financial services industry, and advocates - to comment on draft forms. 

Finally, these projects demonstrate how the CFPB team approaches problem-solving. 
Each project resulted from a truly interdisciplinary effort that spanned the entire Bureau 
- from regulations attorneys and product experts to community affairs and technology 
specialists. This type of innovation results from the CFPB’s investment in expertise 
drawn from diverse professional points of view. 


consumerfinance.gov received over 220,000 unique pageviews for 
Know Before You Owe 



13 


S’i'Wi-ANNUAL OF THE CFPB, J.4NUASY 30, 2012' 





93 


MORTGAGES 

Buying a home is a process with many important decisions — not least of which is 
figuring out what kind of mortgage makes sense today and over time. This process is 
not always as easy as it could be. The federally-required forms that companies give after 
receiving a mortgage application contain a lot of information, but in too many instances 
homel^uyers have trouble finding what they need to understand how much a particular 
mortgages costs and how its costs might change over rime. 

The Dodd-Frank Act amended federal statutes governing morigage loans, including 
the Truth in Lending Act (“TILA”) and the Real Estate Settlement Procedures Act 
(“RESPA”). Those amendments require that by July 21, 2012, the CFPB propose 
integrated disclosures and accompanying rules for mortgage loans that satisfy the 
requirements of both TII-A and RESPA.'^ 

The integrated disclosures are meant to provide information that will make the terms of 
mortgages more transparent to consumers and make it easier for industrj' to comply with 
various federal laws. Consumers will receive the first disclosure shortly after apphang for 
a mortgage. 'X^ile consumers now receive seven pages of information, the Bureau has 
developed a three-page prototj^e form that is designed to make it easier to understand 
the loan before consumers make a commitment. 

Ihe second disclosure focuses on the transaction’s closing. It will confirm key terms - 
like the loan amovint and interest rate - aitd provide a detailed record of the closing costs 
that the consumer will pay. Tlie draft forms would reduce the page length of affected 
federal disclosures by up to 50 percent, making the closing process easier for both 
consumers and industry. Testing of the closing document is ongoing. 

Over seven rounds of testing, the Bureau received through its website appro-vimately 
27,000 individual comments providing feedback on the prototype mortage forms. 
Roughly half of these comments were provided by consumers and half by industry. 

STUDENT LOANS 

Financial aid offers from colleges and universities are a critical step in the education 
financing process for both federal and private student loans. But today offers that, 
students receive often fail to make basic information clear - for example, how much of a 
particular aid offer is made up of loans that need to be paid back and how much comes 
from grants that do not. 

T'he Migher Education Opporamiry Act of 2008 required the Secretary' of Education 
to develop a model financial aid offer format to help students and their parents make 
informed decisions about how to finance postsecondary educational expenses.’ This 
shared mission to improve the shopping process made the CFPB and the Department of 
Education natural partners in a Know Before You Owe project on student loans. 
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In October, the agencies released a suggested financial aid “shopping sheet” that 
presents important financial aid information - such as estimated monthly paj-ment levels 
after leaving school - in a standardized, easy-to-read format The “shopping sheet” is 
intended to give students and their families a better chance to make an informed decision 
about financial aid. 


CREDIT CARDS 

Credit cards are among the most frequendy used consumer financial products. And yet 
their most basic terms are often set forth in long and complicated agreements that few 
consumers read. To spark a conversation about improving credit card agreements, the 
CFPB released a prototype in December. That agreement is written in plain language, 
and it makes the prices, risks, and terms of a particular card more visible. 

'Hie Bureau is testing the prototj'pe with the Pentagon Federal Credit Union, which has 
about 350,000 credit card customers. Once again, the CFPB invited the public to weigh 
in on the prototype on its website and has received more than 7,5(X) comments since 
December. 
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Responding to Consumers 


Consumer Response - the team that receives complaints directly from consumers - 
began taking credit card complaints on July 21, 2011, and mortgage complaints on 
December 1, 2011.’'* The CFPB expects to handle consumer complaints with respect to 
all products and services within its authority by the end of 2012. 

The CFPB’s phased-in approach to taking complaints has allowed Consumer Response 
to improve its intake processes, enhance automated communication with companies, 
and ensure the system’s ease-of-use and effectiveness for consumers. The CIT’B aims to 
provide services that are trusted by consumers and companies alike. 

Even as Consumer Response expands its capacity, consumers may still contact the CFPB 
about products beyond credit cards and mortgages. The Bureau answers those inquiries 
and refers consumers to an appropriate regulator or to additional resoiurces where 
appropriate. 


This section presents an overview ot 
CFPS's Consumer Response activities 
since beginning operations. The 
Bureau published a more detailed 
report on the first three months of 
Consumer Response's credit card 
complaint data. It is available on 


Additionally, as requited by the Dodd- 
Frank Act, Consumer Response will file 
a separate Congressional report on its 
operations on or before March 31, 2012. 
Dodd-Frank Act, Public Law 111-203, 
Section 1013(C). 


'Ihe Bureau also created a '‘'Fell Your Story” feature on its website that gives consumers 
the opportunity to share their experiences - posim^e or negative - with consumer 
financial products and services. These submissions, like formal complaints, are reviewed 
by staff to help the Bureau understand current issues in the financial marketplace. 


HOW THE CFPB HANDLES COMPLAINTS 

The CFPB collects complaints on its website and by telephone, mail, email, fax, and by 
referral from other agencies. The CFPB’s US-based contact centers handle calls with 
little to no wait times. Cutting-edge technology makes the process more efficient and 
user-friendly for consumers and companies. The CFPB’s toll-free telephone number 
provides services to consumers in 191 languages, and the Bureau provides services for 
hearing- and speech-impaired consumers. For companies, the CFPB provides a secure 
email address for communicating directly with dedicated staff about technical issues. 


Consumer Response screens all complaints submitted by consumers based on several 
criteria, including whether they involve matters unthin the Bureau’s primary enforcement 
authority, are complete, or duplicate prior submissions by the same consumer. Screened 
complaints are sent via a secure web portal to the appropriate company.*' The 
company reviews the information, communicates with the consumer as appropriate, 
and determines what action to take in response. The company reports back to the 
consumer and the CFPB how it has responded and the CFPB invites the consumer 
to review the response. The CFPB prioritizes review and investigation of complaints 
where the company fails to provide a timely response or where the consumer disputes 
the response.’" Throughout this process, Consumer Response is supported by Bureau 
colleagues - like the Markets and Regulations teams, Servicemember Affairs, and Fair 
Lending - who lend subject matter expertise and help monitor complaints involving 
certain groups. 


" If 3 particular complaint does not 
involve a product or rnarket that la 
within the Bureau's jurisdiction or one 
currently being handled by the Bureau, 
Consumer Response refers them to the 
appropriate regulator. 

’’ Companies are required to provide 
the CFPB with a timely response 
consistent with the requirement s of 
the Oodd-Frank Act. The CFPB initially 
requested that companies respond 
within 1 0 calendar days, but increased 
the requested response time to 1 5 
calendar days with the addition of 
mortgages on December 1 , 201 1 See 
Oodd-Frank Act, Public Law 1 1 1 -203, 
Section 1034(b) 
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T’hroughout this process, a consumer can Ic^ onto the CFPB’s secure “consumer porta!” 
available on the Bureau’s website or call the toU-free number to receive status updates, 
provide additional information, and review tesponses provided to rfie consumer by the 
company. 


RESULTS 


How Complaints Reach the CFPB 

Between July 21 and December 31, 2011, the CFPB received 13,210 consumer 
complaints, including 9,307 credit card complaints and 2,326 mortgage complaints.'^ 

Since the Bureau began accepting complaints, 44.0 percent of all complaints have been 
submitted through the Bureau’s website and 14.7 percent via telephone calls. Referrals 
from other regulators accounted for 34.9 percent of all complaints received. The rest 
were submitted by mad, email, and fax. 


’’ Consumer compiamts are 
submissions that express dissatisfaction 
with. Of communicate suspicion of 
wrongful conduct by, an identifiable 
entity related to a consumer's personal 
experience with a financial product 
Of service. This analysis excludes 
multiple complaints submitted by a 
given consumer on the same issue and 
whistleblower tips. 


Tlie tables presented below show complaints by type, actions token, company response, 
and consumer review of company responses.'"’ 


Percentages in tables may not sum to 
too percent due to rounding, 


Table 1: Most Common Credit Card Complaints Reported by Consumers 



# 

% .’ 

j Billing disputes ' 

1,278 

13.7% 

■' Identity theft / Fraud / Embezzlement 

1,014 ' 

10.9% 

APR or Interest rate 

950 

10.2% 

I Other 

854 i 

9,2% 

, Closing / Cancelling account 

478 

5.1% : 

I Credit reporting 

437 

4.7% i 

I Credit card payment / Debt protection 

i 383 j 

4.1% ] 

; Collection practices 

378 

4.1% 

I Late Fee 

364 

3.9% 

: Other Fee 

334 

3.6% i 

j CREDIT CARD COMPLAINTS IN TOP 10 TYPES 

6,470 

69.5% 
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Consumers' Credit Card Complaints 

Table 1 shows the most common types of credit card complaints that the CFl^B has 
received as reported by consumers. Over 69 percent of all complaints submitted through 
December 31, 2011, fell into these 10 categories. 

The Bureau’s early experience suggests that consumers are interpreting what these 
categories mean differently - for example, one consumer might choose billing dispute to 
categorize a problem that another would categorize as an interest rate issue. To improve 
the reliability of these data, the Bureau may revise the options over time to promote 
consistent categorization of complaints. 


Table 2: Types of Mortgage Complaints Reported by Consumers 



# 

% 

Applying for the loan 

{Application, originator, mortgage broker) 

235 

j 

10.1% 

Receiving a credit offer 

{Credit decision/Underwriting) 

65 

2.8% i 

Signing the agreement : 

; (Settlement process and costs) 

96 

4.1% i 

Making payments 

; (Loan servicing, payments, escrow/ accounts) 

501 

I 21,5% 

Problems when you are unable to pay 

: (Loan modification, collection, foreclosure) 

1 

1 889 

38.2% i 

Other 

540 

1 ; 

23.2% 

i 

TOTAL COMPLAINTS 

\ 2,326 

100.0% 

i : 


Consumers' Mortgage Complaints 

Table 2 shows the types of mortgage complaints that the Bureau has received, as reported by 
consumers. 
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How Companies Respond to Consumer Complaints 

Approximately 9,885 or 75 percent of all complaints received between July 21 and 
December 31, 2011, have been sent to companies for review and response,'’ Table 3 
shows how companies responded to these complaints. 

Responses include a description of any steps taken or that will be taken in response to 
the complaint, communications received from the consumer in response to any steps 
taken, and any follow up actions or planned follow up actions in fiirther response to the 
complaint as well as a categorization of the response. Begmning December 1, 2011, 
response category options included “Closed with relief’ “Closed without relief,” “In 
progress,” and other administrative options. Relief is defined as objective, measurable, 
and verifiable monetary value to the consumer as a direct result of the steps taken or will 
be taken in response to the complaint. Where a company responds “Closed with relief,” 
additional space is provided to describe that relief and to assign an estimated dollar 
amount.'^’ 

Companies have responded to 88.1 percent of the complaints sent to them. Companies 
report closing over 55 percent of complaints with relief and approximately 31 percent 
without relief. 


The remaining complaints have been 
referred to other regulatory agencies 
(10 9 percent), found to be incomplete 
{S.4 percent), or are pending with the 
consumer or the CFPB (4 7 percent and 
4 2 percetit, respectively) 


'■'The CFPB initially asked companies 
to categorize their response as "Fuii 
resolution provided,” "Partial resolution 
provided," “No resolution provided," 
or another administrative opfon While 
companies' responses under the initial 
categorizations were rnaimained. for 
opetafionai and reporting purposes 
responses categorized as "Full 
resolution provided," or "Partial 
resolution provided" are considered 
a subset of "Closed wish relief" 
and responses categorized as "No 
resolution provided" are considered a 
subset of "Closed without tslief." 


Table 3: How Companies Have Responded to Consumer Complaints 

All Credit Card 


Mortgage 


Company reported closed with relief | 

# 

5,476 

55.4% 

4,785 

64.1% 

306 

18.6% 

Company reported closed without relief 

3,028 

30.6% 

2,069 

27.7% . 

768 

46.7% ; 

Company provided administrative response 

203 

2.1% 

112 

1.5% . 

71 

4.3% 

Company reviewing 

1,178 

11.9% 

497 

6.7% 

498 

30.3% 

TOTAL COMPLAINTS SENT TO COMPANY , 

9,885 

100.0% 

7,463 

100.0% : 

1,643 

100.0% 
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Consumer Review 


Once the company responds, the CFPB provides this response to the consumer for 
review. Where the company responds “Closed with relief” or “Closed without relief,” 
consumers are given the option to dispute the response.’’ Complaint with disputed 
company responses are among those prioritized for investigation. Table 4 shows how 
consumers responded to the 7,349 complaints where they \t^re given the option to 
dispute that companies report as closed or where full or partial resolution was reported. 
Consumers are asked to notify the CFPB within 30 days if they v'ant to dispute a 
company’s response. Nearly 40 percent of such consumers did not dispute the responses 
provided. Approximately 13 percent of consumers have disputed the responses 
provided, 'riie rest are pending with the consumer. 


’■'Initially consumers wore given the 
option to dispute responses from 
companies that indicated a resolution 
had been provided. Consumers were 
not offered an option to dispute 
responses indicating that no resolution 
had been provided. With the shift to 
closure categories, consumers are given 
the option to dispute both responses 
with and without relief. 


Table 4; Consumer Review of Company Responses 

/Ml Credit Card Mortgage 

* % # % i % 


Pending consumer review of company's 
reported resolution 

3,488 

47,5% 

2,400 

41.3% 

809 

77.4% : 

Consumer did not dispute company's 
reported resolution 

2,910 

39.6% 

2,681 

46.1% 

76 

7.3% 

Consumer disputed company's reported 

1 resolution 

951 

12.9% 

734 

12.6% 

160 

15.3% 

: TOTAL COMPLAINTS SENT TO COMPANY 

7,349 

100.0% 

5,815 

100.0% 

1,045 

100.0% 


"I want to thank you for your help on my issue, you helped me resolve it and 
in fact the resolution is pretty much everything [!] had hoped for..." 

Warren from Maryland 


ScMi- ANNUAL SE.’^ORT OF THE CFP8, MNUASY 30, 2012 


20 



100 


Leveling the Playing Field 

llie CFPB’s work is based on the principle that companies offering a particular consumer 
finance product or ser\dce should be super^rised in the same way and that consumers 
should receive the protections afforded them by federal law r^rdless of where they 
obtain the product or service. 


RULEMAKING 


Since the Bureau’s launch, its rulemaking activities have focused on two main areas: 
implementing protections required by the Dodd-Frank Act and stteamlining inherited 
regulations.’* 


IMPLEMENTING STATUTORY PROTECTIONS 

The Dodd-Frank Act requires the CPPB to develop regulations to address deep flaws 
in the mortgage market that the financial crisis revealed. The CFPB is in the process 
of finalizing certain proposed rules issued by the Federal Reserve. These rules include, 
among other things, regulations defining lenders’ ob%adons to assess borrowers’ ability 
t(5 repay mortgage loans, including certain protections from liability for “qualified 
mortgages.” 


'* Additional infomation regarding 
individual rulemaking projects is 
available in the CFPB’s semi-annual 
regulatory agenda, which is posted on 
the website o< the Office of Information 
and Regulatory Affairs 

I tL ^ ng ^ Cj f C f 
« c-nr)<t, C Kf 0 

Srarmnrrnt isl'/Ohrm; 



January 19. 2012 


Patrice Ficklin, Asst, 
Director for Fair Lending 
& Equal Opportunity, and 
Stephen Stetson from 
Alabama Arise partiepate 
in a roundtable on payday 
lending in Birmingham, 
Alabama 


The GFl’B is also developing proposed regulations to implement other provisions of 
the Dodd-Frank Act focused on the mortgage market. These regulations will address 
a variety of origination and servicing practices, including disclosure requirements, loan 
originator compensation and and-steering rules, data reporting requirements, restrictions 
on high-cost loans, and other servicing practices. In addition, the Bureau is participating 
in interagency processes to consider mortgage servicing standards and to propose various 
regulations concerning appraisals. 
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Many of these requirements have statiuorj’ deadlines and will become self-executing 
in January 2013 unless the Bureau issues implementing regulations. Accordingly, the 
Regulations office has made these rulemakings a priority, so that the CFPB will deliver 
the consumer protections that Congress intended and pmvide clarity and certainty to the 
market regarding their nature and scope. 

On July 2011, the CFPB published an interim final rule to implement amendments 
to the Alternative Mortgage Transaction Parity Act (“AMTPA”).'^ This interim 
final rule clarifies the circumstances under which companies may make alternative 
mortgage transactions pursuant to AMTPA in states that would otherwise prohibit such 
transactions. ITie CFPB expects to publish final relations to implement the Dodd- 
Frank Act’s amendments to AMTI’A based on comments from the public. 

In January 2012, the Bureau issued regulations governing certain international money 
transfers (remittances) pursuant to the Electronic Fund Transfer Act. 


STREAMLINING INHERITED REGULATIONS 

As one of its statutory objectives, the CFPB must “reduce unwarranted regulatory^ 
burden” by identifying and addressing “outdated, unnecessary, or unduly burdensome 
regulations.”-'* The Bureau has undertaken the following projects to serve these goals; 

Restatement of Inherited Regulations 

The Dodd-Frank Act transferred to the CFPB rulemaking authority under more 
than a dozen consumer protection laws previously held by other agencies. The CFPB 
republished the regulations it inherited - a necessary step when one agency' takes 
over rulemaking authority from another. On July 21, 201 1, the CFPB published a list 
of implementing regulations previously issued by other agencies that the CFPB will 
enforce,^' and in December 2011, republished these regulations as CFPB rules with 
certain technical and conforming changes.^^ 

Targeted Review of Inherited Regulations 

In December 2011, the CFPB sought input from the public on how to streamline existing 
regulations implementing federal consumer financial laws.-^ The Bureau requested 
recommendations and data to help identify and prioritize opportunities to simplify, 
update, or eliminate regulatory requirements. The public can comment on these issues 
through early March. The Bureau will consider comments received from the public and 
assess opportunities to streamline existing regulations. 


SUPERVISION 

I’he CFPB’s Supervision program aims to monitor how companies’ current business 
practices comply with consumer protection laws under the Bureau’s jurisdiction, to 
detect emerging risks in the consumer financial marketplace, and to articulate consistent 
expectations about compliance. 


Si'Wi AN.NUAL SSP-ORT OF THE CFPB, JANUARY 30, 2012 


” 76 Fed. Reg 44226: see also Oodd- 
Frank Act, Public Law 111-203, Section 
1083 


» Dodd-Frank Act, Public Law 1 1 1 -203, 
Section 1021(b). 


76 Fed. Reg. 43569. Sec also 
Dodd-Frank Act, Public Law 111-203, 
Section 1063(i). 

The regulations implement certain 
portions of the Fair Credit Reporting 
Act; certain portions of the Gramm- 
Leach-Biiley Act, the Secure and Fair 
Enforcement (or Mortgage Licensing 
Act, ECOA, the Fair Debt Collection 
Practices Act, the Truth in Savings 
Act, the Interstate Land Sales and Full 
Disclosure Act. the Consumer Leasing 
Act, certain portions of the Electronic 
Fund Transfer Act, soctiorr 43(c) of 
the Federal Deposit Insurance Act, 
HMDA, RFSPA, TILA, and section 626 
of the Omnibus Appropriations Act of 
2009. The restated regulations have 
consolidated multiple versions of the 
regulations under those statutes where 
ruiemaking authority was previously 
split across multiple agencies. 

« 76 Fed, Reg 75825 
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SCOPE 

The CFPB’s supervision program has two parts that operate under common procedures 
and share staff. ITie large bank supervision program began operations in July and 
focuses on compliance at banks, thrifts, and credit unions with assets over $10 billion, 
their affiliates, and certain service providers. 

I'he CFPB is also the first federal agency required to implement a supervision program 
over nonbank providers of consumer financial products and services — certain financial 
services companies without a bank, thrift, or credit union charter. There are thousands 
of such nonbanks — mortgage lenders and brokers, credit bureaus, payday lenders, 
and more and they affect millions of Americans each year. The CFPB launched its 
non bank supervision program in January 2012. 

Over the past year, the CFPB has invested in building its supervision program and 
launched examinations of certain large banks and mortgage servicers. 


INITIAL SUPERVISION ACTIVITIES 

Since July 21, 2011, the CFPB’s large bank supervision program has focused on 
understanding the products and services offered by institufions in its jurisdiction, 
including how each ensures compliance with consumer protection laws and relations. 
It has also begun several examinations in conjunction with activity previously scheduled 
by the institutions’ prudential regulators. The CFPB’s Supervision staff has worked 
closely with ocher federal and state banking and other regulatory agencies with 
institutions in the Bureau’s jurisdiction to learn from their experience and to coordinate 
examination activities. As part of these activities, the CFPB has begun assessing the 
policies and practices of certain mortgage servicing companies, including their default 
servicing practices like loan modification and foreclosure. 


SUPERVISION AND EXAMINATION MANUAL 


On October 13, 2011, the Bureau issued the first version of its Supervision and Examination 
Manual}* ’Phis manual instructs CFPB’s examiners on how to determine if providers of 
consumer financial products and services are complying with federal consumer financial 
laws; how to assess whether companies appropriately monitor their own compliance; 
and how to identify risks to consumers in these markets. Examination manual and 
supervision processes will be revised over time based on experiences in the field and 
comments from industry and other stakeholders. 


^ The Supervision and 
Examination Manual is available on 




ADDITIONAL EXAMINATION PROCEDURES 

In October 201 1 , the CFPB released its Morimee Servians Examination Procedures}^ a “ Mongags Servicing Examination 

module of the Supervision and Examination Manual, rhe Mortage Servicing Examination cor smi-criinarce go-. 

Procedures describes the Bureau’s approach to identifyir^ key risks to consumers in 
servicing operations, such as improper foreclosure practices and inaccurate payment 
processing, the types of information that the Bureau’s examiners will gather to evaluate 
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mortgage servicers’ policies and procedures, and how examiners will assess whether 
servicers are in compliance with applicable laws. 

Tn January 2012, the CFPB issued two additional modules to its supervision manual 
regarding Mortgage Origination and Short-Term, Small-Doliar Lending Examination 

° ° “ The updates on Mortgage 

I rocedures.- ' Ohgination and Short-Term, Smal!- 

Oollar Lending Procedures are avaTablo 

RECRUITING & TRAINING 

The CFPB has assembled a diverse and highly-qualiSed group of examiners. The 
Bureau’s field staff includes examiners from the prudential r^plators, state banking 
agencies, and industr}L The Bureau’s examiners are beii^ trained to supervise banks 
and nonbanks. Training examiners to work in both sectors will help to ensure consistent 
oversight across both sectors and increase the CFPB’s flexibility in allocating resources 
across the country. Examiners report to regional management in offices in New York, 

Chicago, San Francisco, and Washington, D.C. 


ENFORCEMENT 

The CFPB aims to consistently enforce the consumer protection laws in the Bureau’s 
jurisdiction and to support consumer protection efforts nationwide by investigating 
potential violations independently and in conjunction with oflier state and federal law 
enforcement agencies. 


CONDUCTING INVESTIGATIONS 

Since the CI’PB’s launch. Enforcement has been conducting investigations identified 
by CFl^B staff or transferred by the prudential regulators and HUD. Further detail 
regarding these and other ongoing investigations will not generally be made public by the 
Bureau until such time that a public enforcement action is filed. 


JOINT TASK FORCE ON FORECLOSURE SCAMS 

In December 2011, the CIT’B, the Office of the Special Inspector General for the 
Troubled Asset Relief Program (“SIGTARP”), and the US. Department of the Treasury 
(“Treasury”) announced the creation of a joint task force to combat scams targeted 
at homeowners seeking to apply for the Home Affordable Modification Program 
(“HAMP”), a foreclosure prevention program administered by Treasury. This joint task 
force aims to protect taxpayers by investigating and shutting down these scams and by 
providing education programs to vulnerable homeowners. 


WHISTLEBLOWER HOTLINE 

In December 2011, the CFPB announced several ways in which individuals can alert the 
Bureau about potential violations of federal consumer financial lawx. Current or former ‘ 
employees, contractors and vendors, and competitor companies may submit information 
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or tips. People who submit tips may request confidentiality or even remain anonymous to 
the extent permitted by law. 


FAIR LENDING 

The CFPB’s Fair Lending and Equal Opportunity office leads the Bureau’s efforts 
to ensure fair, equitable and nondiscriminatory access to credit for indhdduals and 
communities. Fair Lending can use many tools to work to^wd diis goal - from 
supervision and enforcement to research and outreach.^ Specifically, the Bureau is 
working to fulfill its fair lending mission in the following ^ys: 

SUPERVISION 

Fair trending is providing guidance and support to the Bureau’s supervision staff as they 
begin to assess fair lending compliance by companies in the Bureau’s jurisdiction. Fair 
Lending staff is coordinating with the prudential regulators regarding their fair lending 
analyses and prior examinations of supervised institutions. 


This sectior^ provides an overvl 
of the Bureau’s fair tending activi 
Additional information on topics 
addressed here will be provided 
subsequent reports. 


ENFORCEMENT 

The Bureau’s Fair I..ending and Enforcement offices have begun investigating fair lending 
matters, including those transferred from the prudential regulators. In addition, the 
offices are engaging in early-stage research to identify new investigations. Further detail 
regarding these and other ongoing investigations will not be made public by the Bureau 
until such time that a public enforcement action is filed. 


RULEMAKING 

In conjunction with CFPB’s Rulemaking office. Fair Lending has begun planning for 
several rulemakings mandated by the Dodd-Frank Act, including those regarding 
collection and reporting of small, minority- and women-owned business loan data under 
ECOA and reporting of additional data fields for all companies required to report under 
HMDA. 

OUTREACH 

lb educate consumers and companies about fair lending compliance, Fair Lending staff 
has met with industry trade organizations, individual consumers, and financial institutions 
of all sizes, as well as national and grassroots consumer and civtI rights groups. 

CONSUMER RESPONSE 

Fair Lending provides legal and analytical support to Consumer Response to ensure 
effective investigation of discrimination complaints. 
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Educating and Engaging Consumers 


Listening to and learning from consumers is central to all that the CFPB docs. This 
work - done by all staff, but lead by the Bureau’s Consumer Education and Engagement 
Division and Community Affairs office -- connects die Bureau to the real experiences of 
consumers across the countr)’. Conversations with consumers - wherever they occur - 
also provide the CFPB an opportunity to provide them widi the information and tools 
that they need, so that they can achieve their own financial goals. 


EDUCATION & ENGAGEMENT 

I'hc Bureau is reaching out to consumers all over the country — through CFPB events, 
conferences,'social media, and more. 

Since July 201 1 , the CFPB has engaged in over 250 

meetings, roundtables, and other events with a wide Over 50 cities visited by 

range of nonprofit groups that work directly with senior staff since July 21 

consumers. CFPB’s senior staff has visited more than . ■ 

50 cities since July 21, 2011, including some of the 

communities that have been hardest-hit by the financial crisis. CFPB staff has also held 
town halls in Philadelphia, Pa.; St Paul, Minn., and Cleveland, Ohio in conjunction with 
significant policy announcements or speeches. 

In December 2011, Servicemember Affairs hosted a Financial Fitness Forum in 
Washington, D.C. to raise awareness regarding consumer financial practices and services 
tailored to military personnel and their families. To prepare, the Bureau published a 

Notice and Request for Information on these issues.-® ”76 Fed Reg. 54998 

Since launching the CFPB’s website in February 2011, Consumer Engagement has used 
the blog to engage the public in the Bureau’s daUy work - for example, by inviting the 
public to comment on prototype disclosures as part of the Know Before You Owe 
campaign and webcasting some of die CFPB’s major events. Additionally, the Bureau has 
posted information designed to address topics of widespread concern - such as what to 
do when falling behind on a mortgage - and the specific needs of military families, older 
Americans, and students. 

In October 2011, the Bureau launched an online Student Debt Repayment Assistant 
tool for the Bureau’s website. The tool helps smdents understand their loan repa)Tnenr 
options. There have been more than 30,000 unique pageviews of too! since its launch. 

Older Americans is conducting a series of outreach meetings around the country with its 
core constituency, key public officials, financial institutions, industry, advocates, and other 
stakeholders. This included roundtables with consumer groups, service providers, and law 
enforcement in Maine, Massachusetts, Minnesota, New York, FHorida, and California. 
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Servicemember Affairs staff visited 15 military bases in the past year. Those visits 
include listening to servicemembers and their leaders about the finandal challenges that 
they face, observing financial education training, and providing educational materials. 

Servicemember Affairs raised awareness about the acute financial impact that 
servicemembers face when they receive Permanent Change of Station (‘TCS”) orders 
and are required to move. Given the difficult conditions in the housing market, PCS 
orders may force military families to sell homes at a significant loss. Treasurj' responded 
by making it easier for families in this situation to qualify for loan modifications. I'annie 
Mae and Freddie Mac have also recognized PCS moves as a qualified hardship for 
purposes of consideration of a loan modification. 

I'he Cf'PB’s Private Education Loan Ombudsman will work with institutions of higher 
education, lenders, and other participants in the private education loan programs to 
address challenges in the student lending marketplace. The Ombudsman will coordinate 
with the Department of Education to help resolve complaint from borrowers of private 
education loans and will submit a report to Congress later this year. 

In January 2012, the CFPB held a field hearing in Birmingham, Alabama to gather 
information on the payday lending market. Consumers, as well as officials from payday 
lenders, advocacy groups, and government agencies, shared their insight into how payday 
loans work for consumers. 

In 2012, the CFPB will set up a Consumer Advisory Board to provide a formal 
mechanism for consulting with a range of external stakeholders about the Bureau’s work 
and emerging practices in consumer financial markets, including r<^onal trends and 
concerns. 
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Evidence-Based Analysis 


Understanding how consumer financial markets work, the avenues for innovation 
in financial products and services, and the potential for risk to consumers is a core 
component of the CFPB’s mission. 'Ihe Bureau’s aim is to ground all of its work - from 
writing rules and litigating enforcement actions to its outreach and financial literacy 
efforts - in the realities of the marketplace and the complexities of consumer behavior. 

To do this, the Bureau has invested in its capacity to understand market d}'namics, to 
assess risks to consumers, and to study the structure and efficiency of consumer financial 
markets and the nature of consumer behavior in these markets. 

To build a foundation for rigorous analysis, the Bureau is acquiring detailed data in a 
number of areas, including mortgages, credit cards, and credit bureau reports. In every 
case, the Bureau will strictly respect privacy laws and consideradons. 

The CPTB’s efforts to improve the information available to policjonakers and market 
participants have already begun. 

In July, the Bureau published two required reports;-'^ 

• Remittances 

The CFPB studied how exchan^ rates used m remittance transfers are 
disclosed to consumers and the potendal for using remittance histories to 
enhance the credit scores of consumers. The CFPB also obtained addidonal 
data to evaluate the predictive value of using remittance histor)' in credit scoring 
and will produce a second report on this subject. 

• Credit Scores 

'^The Bureau examined the differences between credit scores sold to consumers 
and scores used by lender.s to make credit decisions. 

Additionally, the CFl’B’s Research and Markets teams are collaborating with their 
colleagues from the Students and Older Americans offices to prepare required reports 
on private student lending and reverse mortgages, and provide recommendations on best 
practices concerning financial advisors who work with older Americans.^’ 

As part of Financial Education’s efforts to understand effective financial education 
practices, the CFPB began a pilot program that will evaluate certain programs in the field 
and publish the results to help inform and advance the field of financial literacy. 



” Dodd-Frank Act, Public Law 
111-203, Sections 1073(e) and 1078(a). 
respectively. Both reports are available 


“ Dodd-Frank Act, Public Law 111-203, 
Sections 1077, 1076(a), 1013(g)(3)(C). 
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The CFPB has also hosted three research-oriented conferences designed to promote 
discussion of regulatory issues related to consumer finance among academics, consumer 
advocates, industry representatives, and public officials. 

• In December 2010, the CFPB hosted a symposium to infonn its work on the 
integrated TILA-RESPA disclosures for mor^ges. The event addressed 
effective practices for communicating information about mortgages and 
research on how disclosures affect consumer behavior. 

• In Februaty' 2011, the Bureau held a conference to assess the impact of the 
Credit Card Accountability Responsibility and Disclosure Act (the “CARD 
Act”) and released related data from issuers and consumera. 

• In October 2011, CFPB hosted a symposium focused on new' research on 
sustainable mortgages and access to credit. Panelists discussed the relationship 
between lending standards and default risks, policy options to affect access to 
credit, and approaches to improving data on mortgage lending. 
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Building a Great Institution 


The CF'PB has grown from a handful of early arrivals in the summer of 2010 to over 750 
employees nationwide. This growth has been matched by sustained effort to implement 
policies to govern the Bureau’s activities, launch important relationships, and create a 
transparent culture that allows the American people see how their agency is doing. Taken 
together, these efforts mark an important investment in building an agency that can 
deliver the consumer protections guaranteed by federal law. 


DEFINING THE BUREAU'S POLICIES AND PROCEDURES 

As part of its implementation uv>rk, die Bureau has implemented several important 
policies and procedures, including; 


COORDINATION OF REGULATORY ANALYSES, INTERAGENCY 
CONSULTATION & SMALL BUSINESS REGULATORY 
ENFORCEMENT FAIRNESS ACT PANELS 

The CFI^B has prepared to implement various requirements under the Dodd-Frank 
Act concerning analysis of certain benefits, costs, and impacts of the CFPB rules; 
consultadon with prudential regulators and other appropriate agencies over the course 
of a rulemaking; and consultation with small regulated entides prior to proposing certain 
rules as required under the Small Business Regulatory Enforcement Fairness Act of 1996. 
Staff has studied and consulted with other federal agencies that have similar obligations, 


NOTICE AND OPPORTUNITY TO RESPOND AND ADVISE 
("NORA") POLICY 

In November 2011, the CFPB outlined plans to provide advance notice of potential 
enforcement actions to individuals and companies under investigation. The NORA 
process begins with the Bureau explaining to individuals or companies that evidence 
gathered by the CFPB indicates they have violated consumer financial protection laws. 
Recipients of a NORA notice can then respond in writing before a final decision is made 
to begin legal action. Although the NOIU\ notice is not required by law, it reflects the 
CFTB’s commitment to fundamental fairness in the exercise of its enforcement authority. 
The decision to give notice in any particular case is discretionary and will depend on 
factors such as whether prompt action is needed. 


PROCEDURES FOR ENFORCEMENT INVESTIGATIONS AND 
ADJUDICATION 

In July 2011, the CFPB adopted Rules Relating to Investigations and Rules of Practice 
for Adjudication Proceedings as interim final rules and anticipates finalizing these rules 
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after consideration of public comments. The CFPB’s Rules Relating to Investigations 
include procedures for investigating whether persons engaged in conduct that violates 
federal consumer protection laws enforced by the CFPB. Hie CFPB’s Rules of Practice 
for Adjudication Proceedings set forth the rules for conducting adjudication proceedings 
to ensure or enforce compliance with these laws. 


DISCLOSURE OF RECORDS AND INFORMATION 

Also in July, tlie CFl^B adopted an interim final rule establishing procedures for the 
public to obtain information from the CFPB under the Freedom of Information Act, the 
Privacy Act of 1974, and in legal proceedings. The rule establishes CFPB’s procedures 
regarding the confidential treatment of information obtained from persons during 
supervisory or other regulatory activity. Hie CFPB anticipates finalizing the rule after 
consideration of public comments, 


Over tlie next six months, the CFPB will continue to issue rules necessary to launch 
required functions: 


ESTABLISHING THE SCOPE OF THE NONBANK SUPERVISION 
PROGRAM 

"Larger Participants" 

The Dodd-Frank Act requires that the CFPB supervise all nonbanks in the 
residential mortgage, private education lending, and payday lending markets. 

The nonbank super%hsion program will also apply to nonbanks that are 
“larger participants” in other markets, as defined by a forthcoming rule. In 
June 2011, the CFPB formally sought public comments on how to define a 
“larger participant’”' and held a series of roundtable discussions with industry, 
consumer and civil rights groups, and state regulatory agencies and associations, 
The Bureau is reviewing the more than 10,400 comments on that topic and will 
soon propose its initial “larger participants” rule. 

Procedural Rules 

Under the Dodd-Frank Act, the CFPB may also supervise any nonbank that it 
determines is engaging or has engaged in conduct that poses risks to consumers 
with regard to consumer financial products or services.*- The CFTB will publish 
rules setting out procedural guidelines for implementation of this provision in 
the next few months. 


ePORT OF THE 


76 Fed, Reg. 38059, 


"Oodd-FrankAct, Public Law 111-203, 
Section 1024(s)(1)(C). 
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ETHICS 

The CFPB is establishing a model government ethics program that fostere high ethical 
standards and maintains the public’s confidence that Bureau employees conduct their 
duties with integrity and impartiality. Key components include: pre-employment ethics 
review of candidates for executive posidons, including a review of financial interests; 
comprehensive, interactive ethics training for every new CFPB employee, including 
specialized training for executives and examiners; development of supplemental ethics 
regulations tailored to the Bureau’s mission, taking into account the nuanced ethics issues 
facing regulators; and implementation of an online electronic filing system for generating, 
tracking, reviewing and monitoring completion of financial disclosure forms. 


INVESTING IN PARTNERSHIPS 

The CFPB is committed to collaborating with local, state and federal parmers and 
groups representing consumers, industry, and a wide array of other stakeholders. 

These partnerships will allow the CFPB to share information about emerging risks 
to consumers, coordinate and leverage resources, and promote innovative strategies 
in consumer protection and education. Over the past year, the Bureau has begun 
establishing these important relationships in a variety of contexts. 

The CFPB has pursued efforts to establish Memoranda of Understanding (“MOU”) 
with each of the prudential regulators, federal law enforcement agencies, state agencies, 
and various industry or self-regulatory organizations. These agreements establish a 
framework for sharing information about institutions within the Bureau’s authority, 
coordinating activities and the use of resources, and promoting best practices. In the 
case of the prudential regulators, the MOUs will also establish protocols for conducting 
“simultaneous” examinations so that the burden of the Bureau’s supervisory activities on 
companies can be reduced as the Dodd-Frank Act requires. 

In April 2011, the Bureau signed a Joint Statement of Principles with the National 
Association of Attorneys General. Under this agreement, the CFPB and state attorneys 
general will work together to share information, data, and analysis; develop joint training 
programs; and, where appropriate, support each other through joint or coordinated 
investigations and coordinated enforcement actions 

In early July, the CFPB’s Servicemember Affairs and Enforcement offices and Judge 
Advocates General of all the service branches signed a Joint Statement of Principles to 
ensure that the CFPB can help protect military families from illegal practices. 

Servicemember Affairs also established a working agreement with the Department 
of Veterans Affairs to refer military families to one-on-one foreclosure prevention 
assistance. 

In October 2011, the CFPB’s Private Education Loan Ombudsman entered into an MOU 
with the Department of Education to share information about private student loan 
complaints. 


^L'Mi-ANr-MIAL REPORT 
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The CH^B Director serves as the Vice-Chair of die Financial Literacy and Education 
Commission (“FI.EC”), which is developing a national strategy for financial education. 
Senior staff from Financial Education works with the represenratives of 22 other 
member federal agencies to enhance financial literacy efforts and avoid duplication. 

In January 2012, the CFPB announced a joint effort with state Attorneys General and 
the Department of Defense to track companies and individuals who repeatedly target 
servicemembers, veterans, and their families. The Repeat Offenders Against Military 
(“ROAM”) Database will provide cen trailed information to local, state and federal law 
enforcement agencies to support their work investigate and stop financial scams against 
the military. The CFPB and its partners will continue to encourage agencies across the 
nation to share information to support this project. 


OPEN GOVERNMENT 

Ifansparenc}^ is not just a key element of the CFPB’s vision for consumer financial 
markets. Openness about what the Bureau is doing and how it operates is also an 
essential ingredient in how the CFPB is being built. The CFPB has taken these steps to 
makes its operations transparent to the public: 

• Leadership Calendars 

The Bureau published the dail}' calendars of Elizabeth Warren and Raj Date, 
each of whom served as Special Advisor to the Secretary of the Treasury on the 
Consumer Financial Protection Bureau, on its website. Director Rich Cordray’s 
daily calendar will also be published on the website. 

• Budget Updates 

'Fhe CFPB publishes quarterly budget updates on its website to provide a 
snapshot of how the Bureau’s resources are being used. 

• Reports 

'Fhe CFPB has published reports on its implementation activities and an interim 
report on the first three months of Comumer Response’s credit card complaint 
data. 

• Congressional Oversight 

In 2001, the Bureau’s senior staff testified 11 times before Congressional 
committees.” The CFPB publishes written testimony submitted as part of 
those appearances on its website.^* 


Agencies that wish to contribute 
Information to the ROAM database or 
request information should email the 
Bureau at ROAMDatabase5@cfpb gov 


** Appendix B contains a complete 
list of Corigresiionat appearances by 
CFPB staff. 

Written testimony can be found on 
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BUDGET 


HOW THE CFPB IS FUNDED 

I'he CFPB is funded principally by transfers from the Federal Reserve System, up to 
limits set forth in the Dodd-Frank Act. The Director of the CFPB requests transfers 
from the Federal Reserve in amounts that are reasonably necessary to carrj' out the 
Bureau’s mission. Annual funding from the Federal Reserve System is capped at a fixed 
percentage of the total 2009 operating expenses of the federal Reserve System, equal to; 

• 10 percent of these Federal Reserve System expenses (or approximately $498 
million) in fiscal year (“FY”) 2011; 

• 1 1 percent of these expenses (or approximately $547.8 million) in FT 2012; and 

• 12 percent of these expenses (or approximately $597.6 million) in IT 2013 and 
each year thereafter, subject to annual inflation adjustments. 


During fiscal year 201 1 , the CFPB requested transfers fcom the Federal Reserve totaling 
$161.8 million to fund implementation activities to launch operations and to continue to 
build operating capacity.^^ 

'Fhese funds are held in an account for the Bureau at the Federal Reserve Bank of 
New York. Bureau funds that are not funding current needs of the CFPB are invested 
in Treasury securities on the open market. Earnings from those investments are also 
deposited into the Bureau’s account. 

If the authorized transfers from the Federal Resen'e are not sufficient in fiscal 
years 2010-2014, the CFPB can ask Congress for up to $200 million, subject to the 
appropriations process. The CFPB did not request an appropriation in FT 2011 and does 
not plan on doing so in IT 2012 or IT 2013. 


More detailed ir^lormation on CFPB's 
budget Is available >n the Bureau's 
Annual Financial Report and FY 201 3 
Budget Justification. To facilitate 
oversight, CFPB's Financial Report 
for Fiscal Year 201 1 is attached as 
an appendix to this report, it is also 
available on ^jov. 


The Bureau's F'Y 2013 Budget 
Justification will be available on the 
Bureauis website following the release 
of the President’s FY 2013 Budget 


Pursuant to the Dodd-Frank Act, the CFPB is also authorized to collect civil penalties 
against any person in any judicial or adfninistrative action under federal consumer 
financial laws. The CFPB maintains a separate account for these funds at the Federal 
Reserve Bank of New York, The CFPB did not collect any civil penalties in IT 2011. 


AUDITED FINANCIAL REPORT FOR FISCAL YEAR 2011 

In November 2011, the CFPB issued its firat Financial Report, including financial 
statements for fiscal year 201 1 that were audited by the Government Accountability 
Office (“GAO”) in accordance with generally accepted government accounting standards. 
The GAO’s audit report concluded that the CFPB’s fiscal year 2011 financial statements 
are fairly presented in all material respects. ITie GAO also concluded that the C2FPB had 
effective internal control over financial reporting as of September 30, 201 1, and found no 
reportable instances of noncompliance with the laws and regulations it tested. 


CFPB, JANUARY 30, 2012 
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KEY CFPB EXPENDITURES IN FISCAL YEAR 201 1 

During fiscal year 2011, the majority of CFPB spending was related to essentiai, one-time 
costs related to standing up the Bureau, such as information technolc^ and mission- 
specific and human capital support. The CFPB incurred $123.3 million in ob%ations, 
including $68.7 million in contract and support services, $48.4 million in salary and 
benefits, and $6,2 million in other expenses. 

Implementation Activities 

The Bureau’s significant start-up expenditures in fiscal year 201 1 include: 

• $1 8.6 million to Treasury for various administrative support services, including 
information technolog}' and human resource support, office space, and 
detailees; 

• $6.7 million to Treasur}'’s Office of the Comptroller of Currency for office 
space and support services for complaint processings 

• $6 million to Treasury’s Bureau of the Public Debt for cross-servicing of 
various human resource and financial management services, such as core 
financial accounting, transaction processing, travel, and payroll; 

• $4.4 million to a contractor for human capital policies and assistance in 
developing salary and benefits packages consistent with statutory requirements; 

• $4.3 million to an information technology contractor for project management 
support services; and 

• $4.3 million to a contractor for the development of Consumer Response. 



Recruiting and Hiring 

Over the past year, the CFfi’B has focused on recruiting and hiring the most highly 
qualified individuals. Tliese efforts have focused on filling vacancies at its headquarters 
in Washington, DC., and in its examiner workforce which is distributed across the 
country and organized by regions focused on satellite offices in Chicago, New York 
City, and San Francisco, 
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The 148.4 million that the CFPB spent on salary and benefits in fiscal year 201 1 
supported approximately 660 employees who were onboard by the end of September 
2011. By the end of December 2011, the Bureau had 757 employees. In addition to 
competitive hires, these include approximately 230 highly qualified regulators, researchers, 
law)’ers, and market practitioners who transferred from the consumer protection divisions 
of the prudential regulators and other agencies. 


Figure 1: CFPB Positions Filled through December 31, 2011 



Fiscal Year 2011 • Fiscal Year 2012 Quarters 


Figure 1 displays the quarterly growth of on-board positions filled for the through 
December 31, 2011 


DIVERSITY^^ 

Diversity has been a cornerstone of the Bureau’s foundation, its programs, and its 
contracting since its establishment. In Januar)’ 2012, the Bureau formally established an 
Office of Minority and Women Inclusion (“OMVCT”) to ensure that inclusion continues 
to inform its work, OMWI will focus on developing and refining standards for; 

• equal employment opportunity, workforce diversity, and inclusion at all levels 
of the agency; 

• increased participation of minority^-owned and women-owned businesses in the 
CFPB’s programs and contracts; and 

• assessing the diversity' policies and practices of companies that the CFPB 
supervises. 

The CFPB has met with representatives from FIRREA agencies^* and other stakeholders 
to assess how to structure and staff OM\XT and to identify best practices for promoting 
hiring and contracting diversity-. 


This section presents sn oveiview 
of the Bureau’s effort to promote 
diversity across its woiidorce and 
contractor support community. A more 
complete analysis wilt be presented in 
the Bureau's required annual Human 
Capital report, which will be published 
later in 2012. 

In July 2011, the Bureau published 
a report on its goals for recruitment 
and retention, training and workforce 
development, and workforce 
flexibilities. That report is available on 


’’’ These agencies inctudo OCC, OTS, 
FDlC, NCUA, the Commodity Futures 
Trading Commission, the Securities and 
Exchange Commission, and the Fedora! 
Reserve Soe 12 U S C. 1 1833b and 15 
US.C.§7ed. 
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DIVERSITY IN THE CFPB'S WORKFORCE 

As of December 31 , 2011 , CFPB had 757 employees onboard, approximately half of 
the Bureau’s anticipated staffing level. The CFPB’s workforce is 47 percent women and 
53 percent men. Over 30 percent of the CFPB workforce is comprised of minorities, 
including approximately 19 percent of the Bureau’s employees who self-identified as 
African-American, 7 percent as Asian, and 5 pement as Hispanic. 


Figure 2: Bureau-wide gender and minority statistics to FIRREA benchmarks by pay band 

MWBM % Female % Minority 

till 

1 2 3 4 5 

Figure 2 compares the CFPB’s workforce to the FIRREA community with respect 
to diversity by gender, race, and national origin. Figure 2 shows that the CFPB has 
a relatively even distribution of women and minorities across pay bands. The CFl’B 
workforce has more women in pay bands 3, 4, and 7 than FIRREA counterparts 
represented by the green line in Figure 2. Women also account for approximately 37 
percent of pay bands 8 and 9, the pay bands that contain the CFPB’s senior leadership 
positions, The Bureau’s workforce has more minorities overall than the FIRREA 
agencies, and this is especially pronounced in pay bands 3, 4, and 5 as represented by the 
blue line below, 

The overall variation of salar)'^ compensation across pay bands witliin CFPB with respect 
to gender is 0.2 percent. Finally, the comparable gap between pay for minority and non- 
minority populations is 0,6 percent. 


I' I ill 


Female benchmark at, 44% 
MifWfQ' benchmark at 28% 


OMWi'S ROLE AT THE CFPB 

Now that it has been established, ONPXl will help all parts of the Bureau bring diverse 
perspectives to bear on its work and promote inclusive hiring and contracting practices. 


Recruitment 

As the CFPB continues to grow, OMWI will work with the federal OMVCl community', 
local and national media, and other stakeholders to develop awareness of existing 
opportunities at the Bureau to promote the opportunities for women and minorities in its 
workforce and to diversify its applicant pool. In addition to promoting diverse applicant 
pools for immediate openings, OMWI will work with the Bureau’s Human Capital office 
to develop long-term plans that focus on active participation at recruitment and outreach 
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events for all levels of candidates. I’he aim is to continually support the capacity to 
attract diverse applicants for any job openings that may arise. 

'Hie CFPB is taking the following steps to create a pipeline of diverse candidates: 

• targeted recruiting at coDeges and graduate schools; 

• creating an Employee Referral Program for hard-to-fill positions that that 
fosters contacts among underrepresented populations; 

• forming strategic alliances and partnerships with organizations that sen^c 
underrepresented populations; 

• developing a recruiting tool kit to provide each of CFPB’s teams with tips for 
reaching diverse candidate pools; 

• creating a recruitment website that reflects best practices for promoting diverse 
applicant pools; and 

• utilizing social media and other technological tools to attract diverse talent. 


Regulatory Oversight 

Under the Dodd-Frank Act, must assess and monitor the diversity policies 

and practices of the companies that the CFPB supervises. OMWI will continue to the 
Bureau’s efforts to define procedures for conducting this oversight. 


DIVERSIFYING PROCUREMENT PARTICIPANTS 


The Cn^B has also worked to promote diversity among the companies that compete to 
receive its contracts, The Bureau’s Procurement office is currently measuring obligations 
for certain small business contracts awarded to minority-owned small disadvantaged 
businesses and women-owned small businesses against goals based on the percentage of 
total dollars spent or obligated on contract actions.^’ As shown in Figure 3, in fiscal year 
2011, the CFPB exceeded an initial goal of awarding at least 5 percent of its contracting 
dollars to minority owned small disadvantaged businesses and w’omen owned small 
businesses.'"" In fiscal year 2011, 21.82 percent of CFPB contract dollars went to small 
disadvantaged businesses. Of that amount, 76 percent or roughly $5.5 million was 
awarded to certified 8(a) firms. Additionally, 6.57 percent of contract dollars went to 
woman-owned small businesses.""" 


® Note that obligations arc measured 
for contract awards valued above 
$3,000. 

The Bureau's goals for fiscaf year 301 1 
were set by Treasury Going forward, 
the CFPB’s OMWI will help determine 
appropriate targets. 

Results from first quarter of fiscal year 
20i 2 have not yet been validated, 
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FY1 1 Socioeconomic Obligations 



Going forward, the CFPB’s Procurement office will vrork with OMVCl to research and 
develop fiirthec strategies to increase the levels at which minority and women owned 
enterprises - both large and small - participate in the CFPB’s contracting opportunities. 
OM\XT will also develop procedures to promote opportunities for fair inclusion of 
women and minorities within the population of contractor staff and, as applicable, 
subcontractor staff in accordance with the Dodd-Frank Act. 
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Shopping Challenges 


Promoting markets in which consumers can shop effectively for financial products and 
ser\aces is central to the CFPB’s mission. When the costs, risks, and other key features 
of financial products are transparent, consumers may be able to compare products and 
choose the best one for them. 


SCOPE 

This report represents a set of preliminary obser\'ations about opportunities and 
challenges that consumers face when shopping for mortgages, credit cards, and student 
loans. 

The Bureau aims to develop better data and evidence over time about consumers’ 
shopping patterns and behaviors, and tlie ways that market structure and sales practices 
may shape these patterns. 

Ibis report focuses on consumers’ ability to shop for loans based on price terms - for 
example, interest rates and fees - since that has been the focus of several of our most 
important projects in the last year. It also discusses consumers’ ability to shop on 
monthly payment or total obligation, 

Consumers may consider other factors, including product features, convenience, quality 
of service, and, in some cases, providers’ financial stability. Future reports may consider 
those factors, as well as fair lending issues that may limit some consumers’ ability to shop. 


OVERVIEW 


The US. consumer financial services market offers consumers a wide variety of credit, 
payments, and deposit products. Within any given product category, there arc typically a 
wide array of features and terms, giving rise to a large number of potential combinations 
from which consumers can make a choice. In this kind of marketplace, shopping can 
help consumers find a product that meets their specific needs. 


The market also contains a lot of information about certain elements of product prices. 
For example, those consumers who have Internet access - and it is important to bear 
in mind chat many do not*^ - can readily use common websites to find certain rate 
information on mortgage loans or auto loans for borrowers with strong credit histories. 
Many consumers receive several credit card offers each month quoting them interest rates 
based on their credit histories. 


For example, Pew reports that 22 
percent of adults and 58 percent of 
seniors do not have Internet access. 
Pew Internet & American life Project, 
"Demographics oF Internet Users" 

i?in'.a.''Who!('Otii'n<v&sps 
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111 this environment, consumers who want to shop on price still face many challenges: 

Nonstandard information. The Truth in Lending Act standardiaed how rates are 
stated when consumers borrow money Lenders must quote an annual percentage rate 
(“APR”). For many tyjies of products, however, disclosures of fees are not standardized 
and information about fees is not readily available. For example, the presentation of fees 
for checking accounts and prepaid cards is not standardized and cannot be easily checked 
on websites or elsewhere. 

Price can be complex. Consumer financial products can hat^e such a wide variety of 
rates and fees that consumers have difficult)’ getting a clear sense of how much the 
product will cost, Determining which rates and fees will apply in certain circumstances 
often depends on a complicated set of legal rules about when different charges apply. In 
this context, disclosures mandated by government can simplify the price but only to a 
degree. 

Price can depend on future behavior. The actual price to an individual consumer 
may depend on how the consumer ultimately uses a product, which can be difficult for 
the consumer to predict when they choose one offer over another. Consider the credit 
card, the most common consumer credit product. The actual cost of using a particular 
card depends on when consumers borrow, whether they make a purchase or take a cash 
advance, how much they borrow, and when and how much they pay back. Similarly the 
actual cost of a checking account depends on the amount and timing of the consumer’s 
deposits and withdrawals. 

A consumer may have a hard time predicting these patterns, let alone determining how 
different patterns translate to different costs. Marketing materials may emphasize the 
cost for the consumer who uses the product in the most favorable way. Mandator)’ 
disclosures can help draw attention to a product’s cost under less favorable circumstances. 
But, sometimes pricing is so complex that it cannot be reduced to an easy-to-understand 
disclosure, and that is when shopping may be most difficult. 

Price can depend on credit quality. Risk-based pricing is the practice of charging 
higher prices for consumers whose credit history or lack of credit history indicates chat 
these consumers are more likely to have trouble repa)’ing the loan. For some credit 
products, risk-based pricing may make it possible for some lenders to expand access 
to credit and may make the allocation of credit more efficient. Risk-based pricing of 
credit products may make shopping harder, particularly for borrowers with weaker credit 
histories or borrowers who are uncertain about the strength of their credit history, f'or 
some credit products, risk-based pricing may make it possible for some lenders to expand 
access to credit and may make the allocation of credit more efficient 

Risk-based pricing can make it more difficult for consumers to obtain accurate price 
information when they are shopping. The lender docs not determine the exact price it 
will charge a particular consumer until the lender has reviewed information about the 
borrower, known as underwriting the loan. The lowest-risk borrowers - assuming that 
they can correctly self-identify ~ may be able to rely on prices quoted in advertising, 
but higher-risk borrowers cannot assume that the)' will be able to obtain a loan at the 
advertised price. Such borrowers may not obtain an accurate price quote until after they 
have invested time and effort, and sometimes until after they have paid a fee to apply for 
a loan. 
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MORTGAGES 

In 2010, approximately 7.8 million consumers took out a mortgage loan to purchase 
a house or refmance an existing loan.” limited available evidence about consumers^ 
shopping behavior suggests that consumers do not, or pediaps in some cases cannot, 
obtain information about mortgage products from more dtan a small number of 
lenders. Surveys conducted before the financial crisis suggest that roughly 20 to 30 
percent of mortgage borrowers contacted only one lender, a similar fraction considered 
two lenders, and about half contacted three or more lendeis.” Some studies estimate 
many consumers could see significant savings if they shopped more.” This evidence 
suggests that borrowers find the time and effort of additional shopping to be quite costly, 
underestimate the potential value from shopping, or both. 

Several factors contribute to this phenomenon: 

Timing. Consumers who are seeking a mortgage to purchase a home (as opposed to 
refinancing an existing mortgage) ordinarily face time pressure to complete the purchase. 
This pressure may lead consumers to shop less for a mortgage because they undervalue 
the benefits of comparison shopping and lack the time to do it. 

Pricing complexity. Since the crisis in 2008, certain types of particularly complex 
mortgages have become much less common. ITius, on the whole, the array of available 
mortgage products has likely become simpler. Furthermore, although adjustable rate 
mortgages are still available, most consumers seem focused on fixed-rate, fixed-payment 
mortgage loans for a variety of reasons, including the low interest-rate environment. In 
2010, these loans comprised over 90 percent of mortgage originations, or $1.4 trillion, 
compared to 52 percent and 55 percent respectively in 2005-2006.” If this reflects an 
increase in the number of borrowers that consider only fixed-rate, fixed-payment loans, 
then comparison shopping is likely easier for such consumers, all other things being 
equal. 


But shopping even for relatively simple products -- such as fixed-rate, fixed-payment 
mortgages - involves complex decisions. For example, these products often offer a 
trade-off between interest rates and discount points. Studies offer some evidence that 
many consumers struggle to understand this relationship.'” Even for the consumer who 
understands discount points, comparing offers svith different combinations of rate, 
points, and fees can be difficult. 

Pricing variability and volatility. The interest rate on a mortgage, as on other 
credit products, will vary from consumer to consumer based upon the consumer’s 
creditworthiness. In addition, mortgage rates can fluctuate daUy based on secondary 
marker supply and demand, 'i'hus, a consumer can more effectively comparison shop if 
the consumer can efficiently obtain customized, firm rate quotes from more than one 
lender. However, obtaining firm rate quotes from more than one lender requires the 
consumer’s time and effort to provide information to multiple lenders. 


Inside Mortgage Finance, "Mortgage 
Market Statistical Annual," 2010 
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Pappaiardo, "The Effect of Mortgage 
Broker Compensation Disclosures 
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Controlled Experiment," Federal Trade 
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About 9 percent were adjustable-rate, 
fully-amortizing mortgages; interest- 
only loans were less than 1 percent. 
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Market Statistical Annual, " 2010, 
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Moreover, even firm rate quotes are contingent on circumstances that may be difficult 
for the borrower to predict or control. If, for example, the appraised value of the home 
is lower than anticipated,^’^ the lender usually reserves the right to chaige a higher rate. 
Consumers have no ready way of anticipating how different lenders will respond to such 
a change in circumstances. In the case of a home purchase transaction, shopping after a 
change in circumstance may be impractical as the closing date will likely be near. 

Third Parties. Consumers may seek to save time by turning to a mortgage broker to 
shop for the consumer or by using a third-party website. Mor^ge brokers can offer 
a consumer loans from multiple lenders, potentially helping consumers to find a better 
deal than they would find on their own. Brokers also can offer the consumer advice and 
expertise. However, brokers generally do not have a legal obligation to represent the best 
interests of the consumer.^-’ Third-party websites aggr^te price quotes from multiple 
lenders and serve as an additional mortgage shopping channel, but the selection and 
placement of products within a site’s list may be influenced by placement fees, paid by the 
retail lender or mortgage broker. 

Whether the consumer shops through a broker or a web site, the consumer faces the 
challenges discussed above. For example, rates quoted by brokers or web sites may not 
accurately reflect the actual rates and terms a consumer will receive after the lender has 
considered (underwritten) their application. 

Complexity of Disclosures. Mandatory federal disclosures are meant to make shopping 
easier. RESPA requires lenders to disclose detailed information on closing costs shortly 
after application. This disclosure is known as the Good Faith Estimate (“GFTi”). TII-A 
requires lenders to state different information regarding loan costs, including an APR that 
takes into account interest, points, and certain one-time fees to create a single rale. But 
the APR’s usefulness for purposes of comparing prices across loans is limited for various 
reasons. For example, the APR includes only certain types of fees and excludes others. 
The interaction between the RESPA and TIL.^ disclosures has long been recognized as 
inefficient and confusing for consumers and industry. There is also evidence that many 
consumers find it difficult to read, understand, and use the required disclosures. 

As discussed more fully above in the “Know Before You Owe” section, the Bureau is 
overhauling these disclosures on the basis of extensive testing with consumers and will 
propose new disclosures for public comment in July. 


Leonard Nakamura, "How Much is 




Until recently, a broker could present 
a consumer with a loan that provides 
she broker a higher commission hut 
was not necessarily the best loan tor 
the consumer. New rules adopted by 
the Federal Reserve Board prohibit a 
mortgage broker {or 3 loan officer) from 
steering a consumer to a loan that is 
not in the corisumet's best interest to 
increase the broker's compensation. 
They also prohibit a mortgage broker 
(or a loan officer) from receiving 
compensation based on the terms or 
conditions of a loan. The Dodd-Frank 
Act included related provisions 
addressing mortgage originator 
compensation, and the Bureau will 
be issuing rules to implement those 
provisions. 
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CREDIT CARDS 

The credit card is one of the most common consumer financial products in the U.S. As 
many as three-fourths of households have a credit card, and many have more than oneA’ 
Nearly 514 million credit cards were in circulation as of December 31, 2010.^’ Credit 
cards provide consumers with convenience, serving as a substitute for cash and checks 
and providing ready access to credit.^^ 

In 2010, consumers opened 39.0 million new bank credit card accounts and 34.3 million 
retail accounts, a significant proportion of which were retail credit cards.’* It is unclear 
the extent to which consumers shop before applying for a new credit card. In Januar)’ 
2011, the CFPB commissioned a survey among consumers who curmntly hold a bank 
credit card. In that survey, 13 percent reported that they had applied for a bank credit 
card in the preceding twelve months, and of those, 30 percent reported that they had 
compared several different cards. However, because the number of respondents who 
had applied for a credit card was small, information about the shopping behavior in this 
sur\''ey must be used with caution. 

Consumers who desire to shop for a credit card face several challenges. 

Pricing Complexity. Credit card terms can be complex and hard to foUow, making 
the total cost of using the card difficult to understand or predict and comparison with 
other cards even more challenging. Different transactions - such as cash advances, 
balance transfers, and purchases -- may be subject to different APRs. And while APRs 
are communicated in percentages, various fees may be communicated in dollar terms, 
percentage terms, or a mix of dollar and percentage terms. 

Consumers also face complex trade-offs. For example, promotional periods differ in 
length and cover different types of transactions. Consumers may seek to weigh the 
benefit of a longer or shorter introductory period against the benefit of a higher or lower 
“go to” APR. Additionally, some credit cards come with an annual fee. Consumers may 
seek to weigh a card with a fee and a lower APR against a card without a fee and higher 
APR. Some cards have rewards programs. Products with rewards may have different 
APRs or fees than products without rewards. 

To make these various tradeoffs accurately, consumers must predict their propensity to 
carry a balance from month to month, foresee their spending and payment patterns, 
evaluate their rewards redemption preferences, and anticipate their need and appetite 
for cash advances. With so many moving parts, consumers may struggle to make value- 
maximizing decisions. 

Information limitations. The introductory and “go to” APR on a credit card generaUy 
depend on the consumer’s riskiness as assessed by the issuer based on pricing methods 
that are not public. This can make it more difficult for consumers to compare prices 
across products or to evaluate the competitiveness of a particular offer. Most issuers’ 
websites, for example, display APRs in broad ranges (e.g., from 12.99 percent to 20.99 
percent) based on credit quality segments. Thus, a consumer is left to guess what the 
ultimate price might be. Further, consumers who apply for credit cards arc generally 
assigned a higher APR than the rate offered to customers identified by the issuer. While 
this does imply a potential penalty for consumers who shop actively, it may reflect 
genuinely higher risk profiles of consumers who actively seek credit. 
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Mail offers provide many consumers a steady flow of information about rates available 
to those consumers from the large, national card issuers. In the firet three quarters of 
201 1 , 60 percent of households received credit card mail solicitations,^ and the average 
solicited household received five solicitations per month. Seventy-six percent of those 
solicitations contained a “pre-screened” price offer, that is, a specific price based on the 
fact that the consumer satisfied certain credit criteria specified by the card issuer.’^ Under 
the Fair Credit Reporting Act, these offers must be “firm offers,” which means that if 
the consumer returns the application the consumer will receive the offered price unless 
the consumer no longer meets credit criteria established by the issuer at the time of the 
solicitation. ’Flius, consumers who are “in the market” for a new credit card and who 
receive and retain multiple pre-screened offers from different risuers can compare those 
offers. But many households — 40 percent in the first diiee quarters of 2011 — do not 
receive mail solicitations. Moreover, mail solicitations are dominated by the laige national 
issuers whereas consumers may wish to shop more broadly 

Consumers are also solicited in person at bank branches and retail points of sale or by 
phone. In those settings, the consumer may be less likely to see or understand key price 
terras or to have compared different offerings before submitting an application. 

Third Parties. Instead of visiting multiple issuers’ websites or branches, consumers 
sometimes use an “aggregator” (i.e., a third-party website that contains information on 
multiple products from multiple issuers). Third-party sites may narrow a consumer’s 
search by providing a list of products that meet certain consumer-defined parameters, 
such as low-interest, cash rewards, travel re\\^rds> etc. But the selecdon and placement 
of products within that list may be influenced by placement fees paid by card issuers. 

Additionally, third-party sites quote the same ranges of rates the consumer would find on 
the issuers’ web sites, not a specific rate. 

Disclosure limitations. For consumers who have received and are evaluating mail 
solicitations, certain key terms will be disclosed in a standardized formal. However, 
not all of the material terms are necessarily disclosed in solicitations. For example, 
credit lines vary across credit cards and these are not disclosed until after the consumer 
has applied for and obtained the card. Similarly, many of the key elements of rewards 
products are not disclosed until the consumer has obtained the card 

As discussed above, the CFPB has developed a draft protot)'pc of a simplified credit card 
agreement that spells out the terms for the consumer and provides the appropriate legal 
protections to the issuer. 

STUDENT LOANS 

Student loans are a significant portion of household debt, second only to mortgages. 

Total outstanding student loan debt is estimated at S865 bUUon.^’ And over the past 
decade, total student loan borrowing has increased 57 percent per fuU-rime enrolled 
student,''^ A likely factor in the increase is the rising cost of tuition and fees at colleges 
and universities.'* 

Tuition and fees at public colleges 
have increased by an average of 5 6 
percent per year above the rate of 
gerierai inflation. College Board, 
"Trends in College Costs," 2011, at 
Figure 4. 
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Students who need help in paying for post-secondary education can fund their educations 
with a mix of loans, grants, and tax benefits. Loans, however, make up 47 percent of 
the money students receive. Of loans outstanding in 2011, approximately 90 percent 
are federally-supplied and 10 percent are from private sector lendeis.® Or^nadons of 
private student loans have been declining, from a ten-year hi^ of |22 billion in 2007 to 
$6 billion in 2010. 

For many students, before shopping for loans they fijst must choose between two or 
more schools, each with different costs and financial aid packages. Students may seek 
to compare the cost of different schools in terms of the total debt the student will have 
upon graduating or the total monthly debt burden the student will have. These figures 
depend, in substantial part, on tuidon, room, and board, which can var\’. f^’or a given cost, 
the debt burden from a pardcular financial aid pack^e depends on a number of factors, 
including most importantly the amount of any institutional grants available to the student 
(e.g., scholarships) and, potentially, the availability of any school-subsidi 2 ed sources of 
borrowing. 

Prospective students and their families may have difficulties comparing their financing 
options across different educational institutions. After application and acceptance to 
a particular institution, potential students typically receive financial aid award letters. 
Financial aid letters detail the cost of attendance and aid packages. But these award 
letters typically do not clearly distinguish between gift aid and loan aid, do not fully 
inform students of their projected debt burden to complete several years of education, 
and t}’pically do not estimate the future monthly payments to retire such debt. 
Additionally, the format and language of financial aid award letters are not standard 
across institutions. 

Students who have selected a school and who need to borrow to finance the cost face 
an initial decision of whether to utilize federal loans or private loans. Students who use 
only federal loans do not need to worry about shopping for the best rate because federal 
law sets the rates. Rates and other terms may vary, however, between different t)^es of 
federal loan programs. And, for sUidents who need to (or elect to) resort to private loans, 
the terms and conditions of private student loans vary considerably across providers, 
so shopping could pay high returns. But comparing quotes from private lenders is 
challenging for several reasons. 

Pricing variability. Students generally do not have significant credit histories and thus it 
is difficult to assess the creditworthiness of a student borrower. However, most private 
loans require a co-signer - tj'picaliy the student’s parents or other close relatives - and the 
rate the consumer will pay will depend upon the creditworthiness of the co-signers. The 
lender will typically not commit to a specific rate until after underwriting and approving 
the loan, which requires an investment of time and effort by the applicant and the loan 
co-signer. Obtaining a rate quote may also entail some delay, because federal Truth in 
Lending rules require that once a lender has approved an education borrower and quoted 
a rate, that quote must be binding on the lender for 30 days.“ Lenders are therefore 
reluctant to communicate an approved rate until all conditions of loan approval have 
been fully satisfied. 
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Information availability. Most students who obtain private loans appear to learn about 
them from the colleges and universities they are considering, Some schools provide 
students a list of “preferred lenders.” To prevent schools from improperly steering 
students to lenders, a lender may not make paymente to a school in connection \vith 
private education loans. In addition, under Department of Education rules, a school that 
recommends a lender must maintain a “preferred lender list” with at least two unaftiliated 
lender options and must provide stxidents with an explanation of the competitive 
methodology by which the list was compiled. 

Students can also find private lenders through other sources such as the Internet. As 
with other credit products, there are third-party web sites which aggregate information 
from different lenders. However, the information these sites display may be influenced 
by placement fees paid by the various lenders. 

Regardless of whether the student identifies the lender through the coOege, by doing an 
Internet search, by using a third-party website, or through other means, the student will 
still find it difficult to obtain reliable information as to the interest rate available to the 
student until the student has completed the application process. 

As discussed more fiiUy above in the “Know Before You Owe” section, the CFPB is 
working with the Department of Education to improve students’ ability to compare 
financial aid packages based on factors such as total debt burden and monthly debt 
payment. As discussed more fully above, the agencies have published a prototype 
shopping sheet and are gathering comments from the public. 
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APPENDIX A 


Statutory Reporting 
Requirennents 


This appendix provides a guide to the Bureau’s response to the reporting requiremetits of 
Section 1016(c) of the Dodd-Frank Act. 

Section 1016(c)(3) requires “a list of significant rules and ordcK adopted by the Bureau, 
as well as other significant initiatives conducted by the Bureau, during the preceding year 
and the plan of the Bureau for rules, orders or other initiatives to be undertaken during 
the upcoming period.” 

In 2011, the Bureau adopted the following significant rules and orders and conducted the 
following significant initiatives: 

1. AMTPA interim final rule; 

2. 'riLA-RESPA mortgage disclosure integration project; 

3. restatement of inherited regulations via interim final rules; 

4. interim final rules defining procedures for investigations, rules of practice 
for adjudication proceedings, and procedures for disclosure of records and 
information; 

5. Notice and Request for Comment regarding defining “larger participants” in 
certain markets; 

6. studies on remittances and credit scores; 

7. targeted review of inherited regulations; 

8. issued the Bureau’s Supervision and Examination Manual; and 

9. Notice and Opportunity to Respond and Advise (“NORA”) policy. 
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In January 2012, the Bureau published regulations concemir^ remittance transfers. In 
the next six months, the Bureau plans the following rules, orders, and other initiatives: 

1. Final rules defining lenders’ obligations to asses borrowers’ ability to repay 
mortgage loans, including certain protections from liability for “qualified 
mortgages;” 

2. proposed integrated disclosures and accompanying rules for mortgage loans 
that satisfy the requirements of both TILA and RESPA; 

3. proposed rules to implement provisions of the Dodd-Frank Act regarding 
the mortgage market, including origination and servicing practices, including 
loan originator compensation niles, data reporting requirements, restrictions 
on high-cost loans, maintenance of escrow accounts, and other servicing 
practices; 

4. convening of panels to consult with small regulated entities prior to 
proposing certain rules as required under the Small Business Regulatory 
Enforcement Fairness Act of 1996; 

5. participation in interagency processes to consider mor^ge servicing 
standards and to propose various regulations concerning appraisals; 

6. propose initial rules to define the scope of the Bureau’s nonbank 
supervision program; 

7. final regulations based on certtiin interim final rules issued since July 21st, 
including those that establish procedures for investigations and rules of 
practice for adjudication proceedings among others; 

8. supplemental ethics regulations for the CFPB’s employees; 

9. required studies on private student loans and, reverse mortgages and provide 
recommendations on best practices concerning financial advisors who work 
with older Americans; 

10. continued expansion of the Bureau’s capacity to handle consumer 
complaints with respect to all products and services within its authority by 
the end of 2012; 

1 1. a pilot program to evaluate certain financial education programs in the field; 
and 

12. required reports on various aspects of the Bureau’s work and operations, 
including reports on Consumer Response, Financial Education, Fair Lending, 
and Human Capital among others. 

Section 1016(c)(5) requires “a list, with a brief statement of the issues, of the public 
supervisory and enforcement actions to which the Bureau was a party' during the 
preceding year.” I’he Bureau has been a party' to no such actions during the preceding 
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Section 1016(c)(6) requires a report on “the actions taken regarding rules, orders and 
supervisory actions with respect to covered persons which are not credit unions or 
depository institutions.” In 2011, the Bureau has taken the following actions with respect 
to such companies: 

1. AMTPA interim final rule 

2. Restatement of inherited regulations via interim final rules 

3. Advance Notice of Proposed Rulemaking r^arding defining “larger 
participants” in certain markets 

Section 1016(c)(7) requires that the CFPB assess “significant actions” by state attorneys 
general or state regulators relating to consumer protection laws in the Bureau’s 
jurisdiction. To date, the Bureau is not aware of any action brought by a state attorney 
general or state regulator since July 21, 2011 that relates significantly to such law: 

In addition, the sections of this report identified below respond to further requirements 

of Section 1016(c): 


Statutory Dodd-Frank Requirements 

Subsection Reporting Requirement . Section Page For Additional Reporting 


1 

a discussion of the significant problems 
faced by consumers in shopping for or 
obtaining consumer financial products 
or services 

Shopping Challenges 

40-47 

- 

2 

a justification of the Bureau's budget 
request for the previous year 

Building a Great 
Institution - Budge 

34-36 

1017 i 

4 

an analysis of complaints about 
consumer financial products or services 
that the Bureau has received and 
collected in its central database on 
complaints during the preceding year 

Delivering for 

American Consumers 
- Responding to 
Consumers 

16-20 

1013(b)(3)(C) 

8 

an analysis of the Bureau’s efforts of to 
fulfill its fair lending mission 

Delivering for American 
Consumers - Fair 

Lending 

25 

1013(c)(2)(d}, 1085(1), 1094 

9 

an analysis of the Bureau's efforts to 
increase workforce and contracting 
diversity consistent with the procedures 
established by OMWI 

Building a Great 
Institution - Diversity 

36-39 

1067(b) 
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APPENDIX B 


Congressional Testimony 


In 2011, senior CFPB staff testified before Congress on the following occasions: 

• March 16, 2011: Elizabeth Warren before the House Financial Services 
Subcommittee on Financial Institutions and Consumer Credit 

• April 12, 2011: Holly Petraeus before the Senate Homeland Security 
& Governmental Affairs Subcommittee on Oversight of Government 
Management, the Federal Workforce, and the District of Columbia 

• May 24, 2011: Elizabeth Warren before the House Oversight and Government 
Reform Subcommittee on TARP, Financial Services and Bailouts of Public and 
Private Programs 

• July 7, 2011: Raj Date before tlie House Financial Scr\'ices Subcommittees on 
Financial Institutions and Consumer Credit and 0\’ersight and Investigations 

• July 13, 2011: Kelly Cochran before the House Financial Services 
Subcommittee on Insurance, Housing and Community Opportunity 

• July 14, 2011: Elizabeth Warren before the House Oversight and Government 
Reform Committee 

• July 28, 2011: Dan Sokolov before the House Small Business Subcommittee on 
Investigations, Oversight and Regulations 

• September 6, 2011: Richard Cordray Nomination Hearing before the Senate 
Banking Committee 

• November 2, 2011: Raj Date before the House Financial Services 
Subcommittee on Financial Institutions and Consumer Credit 

• November 3, 2011: Holly Petraeus before the Senate Banking Committee 

• November IS, 2011: Skip Humphrey before the Senate Banking Subcommittee 
on Financial Institutions and Consumer Protection 

Written testimony submitted in connection with these appearances can be found on 
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APPENDIX C 

Fiscal Year 2011 Financial Repo 


As required by the Dodd-Frank Act, the CFPB prepared financial stetements for fiscal 
year 2011. The Government Accountability Office (GAO) rendered an unqualified — or 
“dean” — audit opinion on the CFTS’s financial statements. GAO noted no material 
weaknesses or significant deficiencies in CFPB’s internal controls and cited no instances 
of noncompliance Vrith laws and regulations. Further, the report describes the fiscal year 
2011 efforts to establish the CFPB, and the results we have achieved to date. 

View the full report at hrtp://\v'\\!w.cons»imcrfinaiice.gov/tcport/fmancial-rcporE-fy201 1/ 
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APPENDIX D 

Defined Terms 

Defined Terms 


AMTPA 

The Alternative Mortgage Transaction Parity Act 

APR 

Annual percentage rate 

Bureau 

The Consumer Financial Protection Bureau 

CFPB 

The Consumer Financial Protection Bureau 

Dodd-Frank Act 

The Dodd-Frank Walt Street Reform and Consumer Protection Act 

ECOA 

The Equal Credit Opportunity Act 

Federal Reserve 

The Board of Governors of the Federal Reserve System 

FDIC 

The Federal Deposit Insurance Corporation 

' FiRREA 

The Financial Institutions Reform, Recovery, and Enforcement Act 

; FLEC 

Financial Literacy and Education Commission 

: FTC 

The Federal Trade Commission 

; FY 

Fiscal year 

GAO 

Government Accountability Office 

GFE 

Good faith estimate 

HAMP 

Home Affordable Modification Program 

HMDA 

The Home Mortgage Disclosure Act 

HUD 

The Department of Housing and Urban Development 

MOU 

Memorandum of understanding 

NCUA 

The National Credit Union Administration 

NORA 

Notice and opportunity to respond 

OCC 

The Office of Comptroller of the Currency 

OMWi 

Office of Minority and Women Inclusion 

OTS 

The Office of Thrift Supervision 

' PCS 

Permanent change of station 

; RESPA 

The Real Estate Settlement Procedures Act 

ROAM 

The Repeat Offenders Against Military Database 

: SIGTARP 

Special inspector General for the Troubled Asset Relief Program 

■ T&t 

Technology and Innovation 

T!LA 

The Truth in Lending Act 

; Treasury 

The Department of the Treasury 
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Highlights 


FINANCIAL AUDIT 

Bureau of Consumer Financial Protection's Fiscal 
Year 2011 Financial Statements 


Highlights of GAO- 12^186. a report to 
congressional committees 


Why GAO Did This Study 

Title X of the Dodd-Frank Wall Street 
Reform and Consumer Protection Act. 
referred to as the Consume Financial 
Protection Act of 2010, CTeated the 
Bureau of Consumer Financial 
Protection (CFPB). The act charged it 
with the responsibili^ of regulating the 
offering and provision of consaimer 
financial products or seridces under the 
federal consumer finanr^l laws. The 
a<^ also requires CFPB to annually 
prepare financial statements, and 
further requiras OAO to audit these 
statements, The Full-Year Continuing 
Appropriations Act, 201 1 also requires 
that GAO audit CFPB’s financial 
statements, 

Pursuant to the above-referenced 
requirements th these two acte, GAO 
audited CFPB's fiscal year 201 1 
finandal statements to determine 
wh^er (1) the financial statements 
were fairly, presented^ and (2) CFPB 
management maintained eff^ive 
Internal control over financial reporting. 
GAO also tested CFPB's compliance 
wifft selected laws and regulations. 

What GAO Recommends 

GAO is not making any 
recommendations in this report. In. 
commenting on a draft of this report, 
CFPB stated that It was pleased with 
the results of me aucfit^ and that it 
would continue to work to enhance its 
internal controls and ensure the 
reliability of its financial reporting. 


What GAO Found 

In GAO’S opinion, CFPB’s fiscal year 201 1 financial statements are fairly 
presented in all material respects. GAO also concluded that CFPB had effective 
internal control over financial reporting as of September 30. 201 1 . GAO found no 
reportable instances of noncompliance with the taws and regulations it tested. 

On July 21, 2010, the Consumer Financial Protection Act established CFPB as 
an independent bureau within the Federal Reserve System to be headed by a 
Director. Since the date of enactment, CFPB has been forming its structure and 
commencing operations. To assist in this process, the Department of the 
Treasury provided administrative support services to CFPB during this first year. 
Effective July 21 . 201 1 , CFPB assumed responsibility for certain consumer 
financial protection functions formerly the responsibilities of the Board of 
Governors of the Federal Reserve System, the Comptroller of the Currency, the 
Director of the Office of Thrift Supervision, the Federal Deposit Insurance 
Corporation, the Federal Trade Commission, the National Credit Union 
Administration, and the Secretary of the Department of Housing and Urban 
Development. 

In July 201 1 . the President of the United States submitted a nomination to the 
United States Senate for the CFPB’s first Director. This nomination is currently 
pending before the Senate. Until the Director is confirmed, the Secretary of the 
Treasury has the power to perform some, but not all. of the functions of the 
CFPB. The Secretary of the Treasury appointed a Special Advisor to the 
Secretary to lead the CFPB’s day-to-day operations. 

While CFPB began operations in 201 0, fiscal year 201 1 was its first full year of 
operations and the first year for which it prepared financial statements. 
Consequently. CFPB's fiscal year 201 1 financial statements do not present 
comparative information for the prior year. 

GAO noted deficiencies involving CFPB’s internal controls that were less 
significant than a material weakness or significant deficiency and will be reporting 
separately to CFPB management on these matters. 


View GAO-12-186, For more information, 
contact Steven J, Sebastian at (202) 512-3406 
or sebastians@gao.gov. 

United States Government Accountability Offlce 
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GAO 

J^AccowtebHIty « integrity * tWIabHtty 


United States Government Accountability Office 
Washington, DC 20548 


November 15, 2011 

The Honorable Timothy Johnson 
Chaiirnan 

The Honorable Richard Shelby 
Ranking Member 

Committee on Banking, Housing, and Urban Affairs 
United States Senate 

The Honorable Spencer Bachus 
Chairman 

The Honorable Barney Frank 
Ranking Member 
Committee on Financial Services 
United States House of Representatives 

This report presents the results of our audit of the financial statements of 
the Bureau of Consumer Financial Protection (CFPB) as of, and for the 
fiscai year ending. September 30, 201 1 — the first full year of CFPB’s 
operation. These financial statements are the responsibility of CFPB. This 
report contains our (1) unqualified opinion on CFPB's financial 
statements. (2) opinion that CFPB’s internal control over financial 
reporting was effective as of September 30, 201 1 , and (3) conclusion that 
our tests of CFPB's compliance with selected laws and regulations 
disclosed no instances of reportable noncompliance during fiscai year 
2011 . 

CFPB was established in Title X of the Dodd-Frank Wall Street Reform 
and Consumer Protection Act, commonly referred to as the Consumer 
Financial Protection Act of 2010.^ The act established the CFPB as the 
federal entity charged with the responsibility of regulating the offering and 
provision of consumer financial products or services under the federal 
consumer financial laws. The act requires CFPB to annually prepare 
financial statements and further requires GAO to audit the financial 
statements. The Full-Year Continuing Appropriations Act, 201 1 also 
requires that GAO audit CFPB's financial statements. We conducted this 
audit in accordance with U.S. generally accepted government auditing 


^ Pub, L. No. 111-203, Title X. 124 Stat. 1955, Signed into law on July 21, 2010. 
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standards. The accomplishment of this first-ever audit of CFPB’s financial 
statements was made possible by the tremendous dedication of time and 
effort from CFPB management and staff. 

CFPB was created as an independent bureau within the Federal Reserve 
System to be headed by a Director. As a newly established entity, CFPB 
spent the majority of fiscal year 2011 forming its structure and 
commencing operations. To assist in this process, the Department of the 
Treasury provided administrative support services to CFPB during this 
first year. The services related to, among others, financial management, 
human resource management, information technology, and general 
support operations. Effective July 21 , 201 1 , CFPB assumed responsibility 
for certain consumer financial protection functions that were formerly the 
responsibilities of the Board of Governors of the Federal Reserve System, 
the Comptroller of the Currency, the Director of the Office of Thrift 
Supervision, the Federal Deposit Insurance Corporation, the Federal 
Trade Commission, the National Credit Union Administration, and the 
Secretary of the Department of Housing and Urban Development. “ 

In July 201 1 , the President of the United States submitted a nomination to 
the United States Senate for CFPB's first Director. This nomination is 
currently pending before the Senate. Until a Director Is confirmed, the 
Secretary of the Treasury has the power to perform some, but not all, of 
the functions of the CFPB. The Secretary of the T reasury appointed a 
Special Advisor to the Secretary to lead CFPB's day-to-day operations. 

We are sending copies of this report to the Chairmen and Ranking 
Members of the Senate Committee on Appropriations and the House 
Committee on Appropriations, the Director of the Office of Management 
and Budget, and other interested parties. In addition, this report will be 
available at no charge on GAO’s website at httpfAvww. gao.gov. 

If you have any questions concerning this report, please contact me at 
(202) 512-3406 or sebastians@gao.gov. Contact points for our Offices of 


^ See section 1061 of the Dodd-Frank Act, codified at 12 U.S.C. § 5581. Also, Title til of 
the Dodd-Frank Act provided for the abolishment of the Office of Thrift Supervision and 
the transfer of its other functions to the Office of the Comptroller of the Currency, the 
Board of Governors of the Federal Reserve System, and the Federal Deposit insurance 
Corporation, 
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Congressional Relations and Public Affairs may be found on the last page 
of this report. 



Steven J. Sebastian 
Director 

Financial Management and Assurance 
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GAO 

Acoountat^ity * Integrity * R^lablHty 


United States Government Accountability OfUce 
Washington, DC 20548 


To the Secretary of the Treasury 

In accordance with the Dodd-Frank Wall Street Reform and Consumer 
Protection Act and the Full-Year Continuing Appropriations Act, 201 1 , we 
are responsibie for conducting audits of the financial statements of the 
Bureau of Consumer Financial Protection (CFPB), In our audit of CFPB’s 
fiscal year 2011 financial statements, we found 

• the financial statements are presented fairly, in all material respects, 
in conformity with U.S. generally accepted accounting principles; 

. CFPB maintained, in all material respects, effective internal control 
over financial reporting as of September 30, 201 1 ; and 

• no reportable noncompliance with laws and regulations we tested. 

The following sections discuss in more detail (1) these conclusions; (2) 
our conclusions on CFPB's Managemenfs Discussion and Analysis; (3) 
our audit objectives, scope, and methodology; and (4) agency comments 
and our evaluation. 


CFPB's financial statements, including the accompanying notes, present 
fairly, in all material respects, in conformity with U.S. generally accepted 
accounting principles, its assets, liabilities, and net position as of 
September 30, 201 1 ; and Its net costs, changes in net position, and 
budgetary resources for the fiscal year then ended. 

On July 21, 2010, the Dodd-Frank Wall Street Reform and Consumer 
Protection Act created CFPB as an independent bureau within the 
Federal Reserve System. For the remainder of fiscal year 2010 and for 
fiscal year 201 1 , the Department of the Treasury provided administrative 
and operational support services to CFPB in an effort to assist with 
establishing the new entity. As discussed in note 1 B of the financial 
statements, fiscal year 2011 was the first full year of CFPB's operations 
and therefore, the first year for which CFPB prepared financial 
statements. Consequently, the financial statements do not present 
comparative information for the prior year. However, CFPB's fiscal year 
2010 financial activity is discussed in note 1 1 of the financial statements. 


Opinion on Financial 
Statements 
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Ooinion on Internal CFPB maintained, in all material respects, effective internal control over 
” financial reporting as of September 30, 2011, which provided reasonable 

Control assurance that misstatements, losses, or noncompliance material in 

relation to the financial statements would be prevented or detected and 
corrected on a timely basis. Our opinion is based on criteria established 
under 31 U.S.C. § 3512 (c), (d), commonly known as the Federal 
Managers’ Financial Integrity Act of 1982 (FMFIA). 

During our audit of CFPB's fiscal year 201 1 financial statements, we 
identified deficiencies in CFPB's system of internal control that do not 
individually or collectively represent a material weakness or significant 
deficiency.’ Nonetheless, these deficiencies warrant CFPB 
management's attention. These deficiencies related to CFPB's 
documented accounting policies and procedures, process of assessing 
internal controls, and information security management program. We 
have communicated these matters to CFPB management and, where 
appropriate, will report on them separately along with recommendations 
for corrective actions. 


Compliance with 
Laws and Regulations 


Our tests of CFPB's compliance with selected provisions of laws and 
regulations for fiscal year 201 1 disclosed no instances of nonoompliance 
that would be reportable under U.S. generally accepted government 
auditing standards. The objective of our audit was not to provide an 
opinion on overall compliance with laws and regulations. Accordingly, we 
do not express such an opinion. 


Consistency of Other 
Information 


CFPB’s Management’s Discussion and Analysis contains information that 
is not directly related to the financial statements. We did not audit and we 
do not express an opinion on this information. However, where 
appropriate, we compared this information for consistency with the 


^ A material weakness is a deficiency, or a combination of deficiencies, in internal control 
such that there is reasonable possibility that a material misstatement of the entity's 
financial statements will not be prevented or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or combination of deficiencies, in internal control that 
is less severe than a material weakness, yet important enough to merit attention by those 
charged with governance. A deficiency in internal control exists when the design or 
operation of a control does notallow management or employees, in the noimal course of 
performing tfieir assigned functions, to prevent or detect and correct misstatements on a 
timely basis. 
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financial statements and discussed the methods of measurement and 
presentation with CFPB officials. On the basis of this limited work, we 
found no material Inconsistencies with the financial statements, with U.S. 
generally accepted accounting principles, or with applicable guidance in 
0MB Circular No. A-136, Financial Reporting Requirements. 


Objectives, Scope, 
and Methodology 


CFPB management is responsible for (1) preparing the financial 
statements in conformity with U.S. generally accepted accounting 
principles, (2) establishing and maintaining effective internal control over 
financial reporting and evaluating its effectiveness, and (3) complying with 
applicable laws and regulations. CFPB management evaluated the 
effectiveness of CFPB's internal control over financial reporting as of 
September 30, 201 1 , based on the criteria established under FMFIA, 
CFPB management’s assertion based on its evaluation is included in 
appendix I. 

We are responsible for planning and performing the audit to obtain 
reasonable assurance and provide our opinion about whether (1) CFPB's 
financial statements are presented fairly, in all material respects, in 
conformity with U.S. generally accepted accounting principles; and (2) 
CFPB management maintained, in all material respects, effective internal 
control over financial reporting as of September 30, 201 1 . We are also 
responsible for (1) testing compliance with selected provisions of laws 
and regulations that have a direct and material effect on the financial 
statements, and (2) performing limited procedures with respect to certain 
other information accompanying the financial statements. 

In order to fulfill these responsibilities, we 

. examined, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements; 

• assessed the accounting principles used and significant estimates 
made by management; 

« evaluated the overall presentation of the financial statements; 

• obtained an understanding of the entity and its operations, including 
its internal control over financial reporting; 
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• considered CFPB's process for evaluating and reporting on internal 
control over financial reporting that CFPB is required to perform by 
FMFIA and the Consumer Financial Protection Act; 

• assessed the risk that a material misstatement exists in the financial 
statements and the risk that a material weakness exists in internal 
control over financial reporting; 

. evaluated the design and operating effectiveness of internal control 
over financial reporting based on the assessed risk; 

• tested relevant internal control over financial reporting; 

. tested compliance with selected provisions of the following laws and 
their related regulations: 31 U.S.C. § 3902 - Interest penalties under 
the Prompt Payment Act; 31 U.S.C. § 3904 - Limitations on Discount 
Payments Under the Prompt Payment Act; 5 U.S.C. § 8334 (a)(1), (2) 
- Civil Service Retirement Act; 6 U.S.C. §§ 8422, 8423, 8432 - 
Federal Employees' Retirement System Act of 1986; Social Security 
Act of 1935, as amended; 5 U.S.C. §§ 8905-8909 - Federal 
Employees Health Benefits Act of 1959, as amended; and Title X of 
the Dodd-Frank Wall Street Reform and Consumer Protection Act; 
and 

. performed such other procedures as we considered necessary in the 
circumstances. 

An entity's internal control over financial reporting is a process affected by 
those charged with governance, management, and other personnel, the 
objectives of which are to provide reasonable assurance that (1) 
transactions are properly recorded, processed, and summarized to permit 
the preparation of financial statements in conformity with U.S. generally 
accepted accounting principles, and assets are safeguarded against loss 
from unauthorized acquisition, use, or disposition; and (2) transactions 
are executed in accordance with the laws governing the use of budget 
authority and other laws and regulations that could have a direct and 
material effect on the financial statements. 

We did not evaluate all internal controls relevant to operating objectives 
as broadly established under FMFIA, such as those controls relevant to 
preparing statistical reports and ensuring efficient operations. We limited 
our internal control testing to testing internal control over financial 
reporting. Our internal control testing was for the purpose of expressing 
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Agency Comments 
and Our Evaluation 


an opinion on the effectiveness of internal control over financial reporting 
and may not be sufficient for other purposes. Consequently, our audit 
may not identity all deficiencies in internal control over financial repotting 
that are less severe than a material weakness. Because of inherent 
limitations, internal control may not prevent or detect and correct 
misstatements due to error or fraud, losses, or noncompliance. We also 
caution that projecting any evaluation of effectiveness to future periods is 
subject to the risk that controls may become Inadequate because of 
changes in conditions, or that the degree of compliance with the policies 
or procedures may deteriorate. 

We did not test compliance with all laws and regulations applicable to 
CFPB. We limited our tests of compliance to selected provisions of laws 
and regulations that have a direct and material effect on the financial 
statements for the fiscal year ended September 30, 201 1 . We caution that 
noncompliance may occur and not be detected by these tests and that 
such testing may not be sufficient for other purposes. 

We performed our audit in accordance with U.S. generally accepted 
government auditing standards. We believe our audit provides a 
reasonable basis tor our opinions and other conclusions. 


In commenting on a draft of this report, the Special Advisor to the 
Secretary of the T reasury for CFPB stated that the agency was pleased 
that the audit found that the CFPB financial statements were presented 
fairly, that it maintained effective internal control over financial reporting, 
and that there were no instances of reportable noncompliance with laws 
and regulations. CFPB also stated that it will continue to work to enhance 
its internal controls and ensure the reliability of its financial reporting, its 
operating performance, and public confidence in its work. 

The complete text of CFPB's response is reprinted in appendix II. 




Steven J. Sebastian 
Director 

Financial Management and Assurance 


Novembers, 2011 
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Management’s Discussion and Analysis 


Message from the Spsciai Advisor to ths Secretary of the Treasury for the 
Consumer Fnianciai Protection Bureau 

The Cbrauiaer Financial Protection Bureau (CFPB) was laur.dwd 
on July 21, 2011 with -a focused goal To make the markets foi 
consumer fmandai products week for consumers, responsible 
prowiecs, and the ec<»iocjy as * whole We want to make sure 
that *e pdcc and usks of financial products are clear so that 
consumers can decide wliat pioducts ate best for them. And we 
want to make sure that there are sensible rules of die toad and a 
leed playing field so dut pcoviders car. innovate and compete 
faidy. 

Tlvj CTPB was created on July 21, 2010 by the Dodd-Frank Wall 
Stteec Refoim and Consumer Protection Act Betbw the Dodd- 
Frank Act, responsibJity fot acininistecing and enforang die 
various federal consumer financial laws was scattered across seven 
different federal agencies. Fot each of those seven agendcs, 
consumer ptotection was only one ©fits responsibilities. The result was that no sin^ agency was craly on 
the hook for protecting the average, everyday user of financial products and services. There was no true 
accountability, and consumers got left bdiind The Dodd-Ftazik Act clsanged tliis by creating in the CFPB a 
stt^le point of accountabiiity fot consumer financial proteebon. And we have bean given, for the first tune at 
foe Federal levri, supervnory aufooacy over tndependent nonbank companies in addition to depositones. 

That means, for example, that whai it comes to llie mortgage maiket, we will be able to ensure that brokets, 
ooguiators, and servicers play by the same niles regarcEess of dust cliarter. it doesn’t matter if yoii’ie a tludlV,, 
bank, finance ewapany, iLQ ot investoientbink. If you want to be m foe business of cwsumec finance, foen 
you’ve got to play by foe same rules asci'eiybodyelse. 

We re^igsuz* foat the CFPB has a cou^ job. But fortunatdy, we have lots of tool# in our toolkit - research, 
sapenhsion, rulemaking, enfoxcemem, and consumer education. Having the full range of tools mean# thatwe 
don’t have to force a squate peJicy peg into a round Itol*. We will strive to use each of these tools in the 
smartest way posable, matching problems to solutions. 

UlcimateJy, oui efforts will benefit the eniite economy. We wiD help gve families ihie confidence they need to 
boirow fcH 8 home or a child’s educaiicn. We will he^ give oui nation’s fuianciai institutions tire confiderKe 
they need to innovaie and compete. If we succeed in out mission, everybody wins. 

A# required by the Dodd-Frank Act, the CFPB prepared financtsl statements for fiscal yea: 2011. 
n-.e Government Accountability Office {GAC^ tmdered an unqualified — oc “clean’’ - audit opinion on the 
CFPB’s finanaal statements. GAO noted no material weaknesses ot significant deficiencies in CFPD’s 
internal controls and cited no instances of noncompliance with laws and regiUations. 

1 am proud of the CFPB’s first Financial Rtpoit. It describes the fiscal year 201 1 efforts to establish the 
CFPB, atvd the results we have tthievsd to ^ee. 1 am even mote proud to be a pact of foe CFPB Mam, 
whose dedicated public service is making the promise of our mission a reality. 



Ra; Date 

Special Admsor to tlM dietary ^ foe Treasury 
fot foe Consumer Fmanoal Ptottcdon Bureau 

3 CFPB RN.ANCIAL REPORT - FISCAL YEAR 201 1 
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Management’s Discussion and Analysis 


MISSION 

The Consumer Financial Protection Bureau is a 
2f‘ century agencylhil helps consumer 
financial markets work by making rules more 
effective, by consistently and fairly enforcing 
those rules, and by empovverring consumers to 
lake more control over tfieir economic fives 

We will achieve our mission through... 

• data-driven analysis 

• innovative use of technology 

• valuing the best people and great 
teamwork. 


5 cri>g nNANCiAL REPORT - RSCAL YEAR 201 1 
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Management’s Discussion end Analysis 


I. Introduction 


Bewnnir^ in OT?. «hc I’nired Slate* faced theiRojt sCvei* fmaiiciBl c<-i*i» siticc she Great Deprwetiin. 

of.^tsH'iicars saw thef home criue* drop, then kiirmk. 'Jk'ii ^ih.v tjurutiaied. and tfK^s -rivill 

Wniesicslnsefioanonsr. CfetBt dried up, and counties'- <W«sun«T Inans • iiiane inii’uipctly nude to hcj'.m 
with - wtttf lOB) ifefsttih- 

ManyAiiwicans »<«4t oi> !oaj« dial thee did oeit fWly Mivlef'ijuid and e<niid i-kii -AtTurd. Ahhriiijdi sotu.'r 
i>f« ti>*CTs ktin'«i:^j|r to^ t«j too much dcbumwiy AtrxTiotits vlio behave J wfv «isi.) Ii.nvi! iiilo 

miatyoi'WjlKkjam by imtoadir^^-oiTiitcs oflosE pi^ian-Ks. IfisiC't U-iidet> rtw! n-'istecl she pteskine to tsrll 
cennj'katcd ptv>dacf« bad to wn^te "Widr tficirtest co^.snsibie r(>in|>ctjt'>ts, 

Kvetr those «ho avmied the Rwptatkats c4 exccssiedy oske (tieslit weir owjdit tn in wt-h, 'fhoie who nevet 
iDiJt out aij -vBrAtYoidJjicnwr^s^nonedtdess 'aw die vahic? oi'ljicit bniies jihitiBiiel whtss iicij'Jibnri lovt 
h'Wties in toredosiKe. Urose who ustsl creefi! card' iukI home is-paiy luw * crt'cnsht iiKticn'iirty 'aw ai'o>»t 
llielKimd increases inintersltiBcs onctedrteanis i^Kf e«HiHwtion«.»f*-aj|st-4fKlins>, liner of ciwiil. Tlioje wb.s 
t»*d saved ny^dady w»trfK-<t ifiar tctitmasit fiardt ksse «ipiiiticiuit value. Cjiies diiti smtet cut back (.in 
setvicrs to make up for lb>at c«st« remiue iotscs- llie cust of icre'p.Tiisible Itshlinp, has hwi aiid i'ontjiiiRrs 
to be borne In' tWisofmiBioTOOl .-^mcricMi fwtuSet. 

Itijiaie i'Vi^.PtevKhtttC’bama jrc^shI to address I'aiutct ofconsiflrwt pio(i'clj«;«i tij' sislviblisl!iitip,a nw 
fintuioid agency i* focus diiocdy on ccaisuaK* ptuwca«i. Hus new <^,«icy wotild iwiglwen gownBtiwtt 
acivnintabthty by coiiscdidani^^in ottej^arefes{»'H«i.hiliiirs that h*l tcaiwnxi iicrot* j(yivefim*ft«. Tire 
j^!«mcy w'.nifl it}e> Iwve ortponsil'iliiy hn jujiciviui^ pn^ideni of cr'iiisimHf fiiiiuiowi pKM.hit(s unci icrvictts 
that >kk 1 >Mt had regular leA'ral o wttyht and for enloicing (lie ooubhiiw pTOtecitoti laws with retpect to 
sneb providoi's. Tlus t^nry would po'Beci Eamilio tVoin ludrir. diice|>(<vc. aiid abusive linitneial ]>}'flv'’ticc!i. 
■Tlje Pr«-s«l«» urynl t'iiiijjfess to give rfie ('PI’B die tiBtie asrcouiiial.Mlity and Hirb'i'wiidrrK'e that thw <itbrr 
banking ajwhtics liavs attd nii'Scieni fundir^ so it could ensure that, fniandal irtimpittHet would comply wjlh 
oonswtK-t Iws. 

In_iidy3)l'>. OirqiTesj passtd jikI Ptv'ideni OIwiim siwined tlic [hold Inatik 'XVillStreei IU-l't>nii iitvl 
t'i'«i«iam>r i^nstectkin Act. llu' law -streti cefened to as dw I'kidd f'tnnk As'^t • • civAiwi rbr Buntau of 
t. Asnsimjw I'uianCial Bmteetioii km'rwii n» die •t>>n*utT»er b'lnaru-inl I’rotvctit.sn Bureau'' or the ’'Ciil'I’H''), 
Pan rd' the |si»pi>rr iit v-nralwg ibo Cf'I’B was to imirntsc asionuitiiliilily’ in yriveii'in'Ktit by nnianlislaiir^; 
onisiittser Iniamiid |>t>itecn»‘n .tnrfuinties ihal twd rxislnl iwoiss seven ditVetmit f«h’i'al ajyinSrs into tsiip. 
IntKiwI of impoftam ttonoanrt pMifctKm powcci bwitg tcatteted xaois (Iw foicral jfiivanmutil. now a 
iinpie entity woiii} have die c-vetsj^t atnlK>ri»y to nvike nKf ctmsioiiec I'miniciai riwikcij woA foi nil 
conturnett, 
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Management’s Dlscus^n and Analysis 


Consumer Firuiix ai ''■''cte :i!on Bureau 

Oif ol' Ihr Itry dcntenli ot* #tc I>odd Frank Act W4$ lht>ctMtion ofd nevr limncid n.‘}'^>)arory tiii? 

«;h>fh tenHali7« contranct protection auihi>oiie» »fh! jivitiBXsIiibiy for rtie vrijwvnioii ami 

enforcement oriiiw>}^venBnf.«mtiKnec iuMitoal pnxittett and tervicoy. SpecitHially. tlir agency is 
vvilfi ptotectuigccMtsuniefs froa>intiBt,deccpt>v'e. and tibtisive Imaiiaid pne^res byiiutknig ilie iiiiukeis fix 
conxtuwr finaraol proAict* umi terwes work for Ammcan families . 

TheDoiW-Frfliilt A«<swtf«l»lieCFP8as*iiiKlppw»dffltbiirftiiiwiaiio the I'eder*) Retetve System, 'ihe 
Cl'PB is on ExccuiiTei^eneyM defined m section 105 of Tide 5. UiutedState.s Casde. Title X of the 
Frwik .^ct esishiirlwd the fyiownjj jpals for tfte CFPB-. 

* l^nireflsM KwwtBtKs* have tirndy ansi nndcrstimcUblcinromMijiin ronirite [rojxwsihic de«sit>ns 
about iinaiK'id tianswiianf. 

« ProtectccmsomcfsiVomiBilaif. deceptive. oralHSsivc act* or pwcticet. and (ri.tm disraniinufioa 

• Reduce otitdaicd, nraiecessaiy. oi iwcrly (Kinlesisoinr stj^dalsnni-. 

• PrraiK-tc f«r cnn^irtilujn l^' wifotwng tlie fcdcrsil iviHsumcr fitianoal laws consistently, witi 

* Fncmir»rc rradu-n for cruisuRKir fimesctal prsdcicts and services ilttti. rspenitc transparently and 
effioeinly to faolhare *vc»s and iiuwvalion. 

Under the l3odc1 Frank .4c». ijte Sccrctacv of the I'nrimKy is «espo«i‘'iblc for cxersisiny; the CFPB aiititciitie* 
(iniii a Director of tlir Biimniit m place. C>n hity lA 2>)1I itrcsKlevii Dtisi'w se.iii to thoSmate » iKHiiinaiKii't 
foe a l>fvctor of the O'PB. fmftlrvmfirmed by the Senate, die day to tiny Ojxvaliont of theCFf’BarehetnK 
II oaiiqted by die S^wcial .'^dvisor tt'> ilte Sssw t»ry <jt' dw Treavurs* fin t!te <'f 'PB. 
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Management's Discussion and Analysis 


Hi. CFPB Stand-Up Actions and Status 


CFFB leadeiship lecopnse that dwjr ha« 
a iKutjie and wiul <^>portunjty to create an 
oiganisation mth aninno^ve 
infiastTuctuR, and accsnifi^, aitisiiated 
a mission and vision and b^an 
estabiislii^ the infiastnictuie, tot^s and 
processes to attts(% hice^ dev^op and 
retain (he i’aunsn captal needed to bu2d 
an agency responsibk for pcotectsig 
consiujicts of financial products and 
services. The took nee^d by the CFPB 
to begin hiong, compensatang, and 
tnanagit^ eni^oyees usir^ die CFPB's 
ovm statutoty authobbes under dR 
Dodd-Frank Ac( viete put in fiace and 
became opeiaiionaj in February 20i 1. 

The CFPB has eunentiy filied 25 of its key leadership posiQons wiA hs^y talented and experienced staff 
from the private, ntmpiofit, and pwKic sectors, in addition, the CFPB has made consideiable progress in 
teciuitm^ hiring, and orienting the woritforce. 

The CFPB’s recruitment efforts have focused on filling vacancies throu^out the country in support of it* 
headquarters operations in Washington, D C, and its t^ocial satdlite offices in Oiicago, New York Gty, and 
San Francisco. 

In addition, to ensure the successfiil stand-up of the Bureau, CFPB staff conducted reviews of “best 
practices’' and lessons learned" from die merger and stand-up of other federal agencies The team also 
solicited input Ml stand -up needs and issues from other government agencies, private coipcxatsons, and the 
public. As a result of this process, staff used the fdlowing principles to guide tlas development and 
implementation of the CFPB's oigamzanon and human capital stiat^es: 

• Focus cn the CFPB’s core principles and piionries (see below) to guide the oiganisaaonal design and 
Sfi»nd-up, 

« Hstadish clear unp^enientaaon goals and tunelines that, build momentum and demonstiate progress, 

• Establish andimpiemeTU a ccmmunicaaon strategy to create shared expect* tors uid report 
progress, and 

• BuiJd a '‘learning oigarasanoo” 'hat provides for the continuing development and advancement; of 
the Bureau. 

The CFPB has also unplemetwd an iiiiial workforce design strategy dtatidenofies the human capital assets 
necessary to accomplish the CFPB’s mission in hne with the CFPB’s vision and core or^iisationi^ principles 
and pnotia«- This strat^y has served to guide recnating efforts to date and coniiiiuits to serve as tlin 
CFPB’s long-range workforce via«v 


Vision 

A consutner StittidoJ maxket piece. . . 

tSJtere cusCoinm can see prices and risks ap Sontend 
vhere thep can eesifp make product comparisons; 

dt vsjuch no one can build s business mode! euouiid 
iin&ir, deceptive, cs abusive practices; 

disc larorks do: Ameiica.n consumess, responeihlt 
provides^ and the ecoaomp as a whale 
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Management's Discussion and Analysis 


nil- OPB-S <X*W URG\MZATION\LPIUSC1PI fs 4N1> PRIoHIl II b 



Organualioii 

C^« «f ihcBuivHt'v tvp pooiities Ku been buiki au oi|^uzatvn ferifuae’eti iwiuf^atlesipin tlutwili 
provide iV cnfmtiuciurr dte Bureau needt to lOeet iu n*<pou»(l>iUtie«. Lace U«t eaitudu year, cite CfPB 
brgwi pfotwktgila draft niguiintton ctun to Mrmbea ot Congnrn *nd the media. In nciy l^ebruiiy SOU, 
the Btnvau {XHied ibe dun to iu launched vclntic In devcbjnii^ the CFPB’s oc^nivational 
atctxTture, llw Ihnrrau lias aitkrd Vor’.'oitaiMniu and ciiticitMS from .Makidioldeni artoiM th<;«|Kctnuii 'flic 
CFP8 orj^tuhon dart aa of Sepleinbci 30,2011 ia displayed btlow. 


Dtrector 
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Management’s Discus«i(Hi and Analysis 


Thf Bfinwi nurantJy'indudes »« primaiy 

• Carmanet E^xstion and 

• Supt-'cviiton, &)f<;H:ccUKnv Fair aitd Optx>rtitfti{\' 

• Rnrarcli, Matkrts, and K^&linns 

• Ol'fin-rf0«wBdC6«Kd 

• ExKntia) Al&irs 

• OtftMfA'QuefC^wratii^OffKW 

Adcsciijjtionofl}»el\incl«jR?andre^ponsiMiDRCrf'tfB-c3dt of ih<rl>ivisiom foHours. 
tlor^uinCT FAxahonand Enfa^entent 

ProvKi», rtnfx^ia Yariet«ofiiwliaBT« andmcAtodr, ittroansiiod Kxvai'unirw (Iwitwill fil?<«v ihnii lonudtf 
dcdwan duit ar« he>l for tfum Connviter cdiKatKin tl a txinirai mnsioii <o tiu- iitiri-ati. 'llir Biisrwi ts 
<icvfk>(»i)g Uiyclcd <nifr«di » grot^f dw» fac* {>art»«4it» diall^upri, a.' tf<jiur«l Iwliie l^rKMl’rmk Art. 

tt ■nclmlc'i thf crffice*: 

Cmmnifi^'^n - oindocts wittradi wc«»m»ne» Kroup^ card groiH^i, rmniiwBiily 
i>ipBi«r«t»ons. «id Mh« at^^rtn-ms foouswJ <,m truAiwJitidly uodrr'vrrcd coiitiiniwti anti 
rnnaxMinitic*. 

(..VanwHi- Bigi^yiwfjrf -ertatgt n^ayinjtMqWfnenct-* fxjc tlic .'Viixtncaii (iiiblir ft.i intabir tfi tiV« 
1>YW«T fiiMndj hws ahlfof per^^lnnlerarling wirti rfie Hnreaii by <ferd«p>iig platfotni* lor 
parncu-'Klory jiyv«nji*iit. 

Fiiummd lliKtttitK x>m’» at Arr5ixu<3r fuc coiiounicn wiioaw liiokiii)' id l»itieviinikivtairtdliosk' lo 
nukr draskmi^ in the fuunHiai ixcn-ira-x nvtikrtplacr and pixnridn anx-sf lo lools arid iitf'<itiiviii(>n 
liiai can bd(> c»n«<u)it;rx make ti<i>«ic.ia! dioKxr. 

OUtr .AmfrKoiu - brlps prevail firuiKiai abii'V ofitaik'xy.pnKni'rlev conMiilWV education aiai 
cCTijuiTret proifction elToffs. and rlcvdopr miiMiiva* to ensure ajifirispniiie nxii* are nvailabit' lo 
gUKlc tioaniSal dcniion mukinj’ tor Amenoiine fiS aisd ow. 

Smi.nmnhfTjA^in • wxkIis m pann«.xhi}i aiiih the I3tf«nee H>{\) iseipeiutui;? that 

mititary fanubrt receive tiie finanoAl cducaiKXi they ne^ to make the hot tinsitnal tiecisioris for 
rficm; '2) monitor cxMi^damis from utility familKS. and ttsjxjitjsf to th<i»r ciMttpluiittsi ititii (5) 
rnordritale the etl'orN <>i t<-dr-n*J and lUau- ^•«««-» W in^rove eomiimi;r fiiwiKia! pnjtectioit 
infitHin.’» for noUtaty faiiilicr. 

S/tttinifj A»scs<e< and rtev’dopv (KJk-y and edttmrioftal snhitiotir (o ackicrs't gnri prvveni cortivnnpr 
tiiianrial prr>li-<M)ii issuer of stiaktirc. 

SuperviSKHi. KnfraLtiniaiL Pat leodmB Oppoi tunity 

EmiRcr compiiaiicevifh fedend consumer ftiuutnal hewt )iy M^xivihiigimrkei p:trtid(>anis and hi injpng 
ciiforeemcnl actum* wims njj^'it^idatp. 


10 CFPB FIMANCiAL REPORT -. FISOU YEAR 2011 


GAO-12-186 CFPB’s Fiscal Year 2011 Financial Statements 






151 


Management’s Discussion and Analysis 


h the ftittowu^ c^ices: 

BatkSi^eniiini- (?»n^iictx«ai»iitfion?:of ihekij^i and tiK»i irofnpiia banks, tlmtiv. luuJ cie^iit 
<inK>n5ai«lwc«a>rfy.»w«B«otltCT<icp(sason-iti$minj<>muHipi (f«- Bureau's pmsskctiixi. 'nievi' 
pnbrts ate cnoniiivUcd wiA die Nonbardc SiipmisKm oti'ice. 

~ indiates anvc$%3aons «kI enfnrccnwn* aciroiM. wKere Sjipropnale. to ewtire iJiat 
jsfovkJcrs connanef financid psoAid* and »«vicc> are ram^jjyii vwtJj [he law and that siieli 
{kr»vHleta are heW accMjnaHc w1>m) ifiey Sal lo dsi so. 

}-m ?ywS)g(«rf - provides omsiphl and eiifni-retrietit rif (air IttnStu* laws ttr make 

cntaui ihatetecSldccirisawarenot bassslnrt any othef jstt^tihited fm-tiii. 'nieolRi-e also 
ut fair lerxfafs outrcadi and edustahon. 

.Najifcsst* ,V)^Wn'HK'« rondocT* ctafnBwtsoos hTpes of noiihank fiMHiiiiiei liiianrial 

5e>^•ice^ ton^buucs. tndudii^ ncwbaidc affiliates, of Urf;e tkixnitoiy itijliniborts. 


RespiwaWcldr laidcrstarrdit^corsssarwf tuwnad ttaikels ami nnisutiK-i l.wljrtvwriUid f<it m-iiiiwliiijs, 
wiiciltct there n a itecd for rc^ilaiton and Hte covts and bniplitr ssf (soieiiual or exisiiti^ ■v^nilaboris. tinfote 
thet'h'PB acte, itvadi se** to he hily mfomied. 'nieolliors within rfastliviskin are sMffoi wilh prolVstioiwSs 
.•ekssed for tlwir saon|; analytical skills and nibicct rnafwt e*pett«<e. 

It inchtdes the Jollowii^ nfiWer: 

Rts/tni • rwvlifctfs fctearch and r^rntt< policy evaltiatKins and pnhlishet fmsltnjviott a variMyof 
tojjict to »»fi{N>ft ltieCl'Plf’scvidciicc-basvdpolicytnakir®iBv:l to develop a det'jirrutttlef standing of 
con.switef fniaiKwl ntarkets h>»I hotisdioid fuwrHXs. 

MM^famu ■■ provide teal time tnadtei inbjligttice, gUKlanw. hikI anidys'is nriheit trspoaive 
ccaisumer nuukets. The market teams are Markets, Mottgi^ Markets, [ttstallrraMit & l.iqilidify 
tending Markets, and I>^~>rit<. (Collections &CnnJit rnroarnOsm Mnikett. 

Ki^wear - works to ninire that nitrmakmgh conducted ui an inidritted, fair, aiidetYicinil rivuuiei' 
»i acconitnee with the law . 

Office nf Cienctal O.twisd 

KespsHisitsie (<v the C'PPS’s coaiipliiusee wnh all apfsheable litw's and provsdes mlvice lo the Oitesrtor and 

CrPB’* ilieisiinn. 

Iviltf ntnl - 

RciponrihieftKOisurinfiiliaiiht CFPB inaiiittun rolaisi rfiaiogiK'wiih titooiis .swJkcliciUfcMt wlioitrtveitii 
tnieiest m its work in order loptootole urxterviai'Hknf, tnmspaiency, and .iivotuilaiMlily. 

it Barlndet tfie foBoswig crfi'iees: 

Cttmumkf BiinkjjjutK'irai U maK conducts <«ilre«<h tti smidlei crrv.iit proviileC'. esptS'iaily 
s'omfliuflity haidis and credit uniotir. 

C»iUMi»rrAMit^h*iwd- advises and consijts-wiih tlic Bureau hi thes'xervisc ofiis fiirictioos ivid 
ptovulc! udoiTtHition on annyicigp»<.iice} in the wuttaiicc fiiHitKial piwdvict* or rorvKX’s indurltjs 
tndt»lii^ repond Mends and CMictHtt*. 
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Management’s Discussion and Analysis 


<90n(facls«utt«3Clt tnnuinic^J, s«afc. i«ici rtthci {!ivvi:;riBl»c-tit mritii'S 
ccaHS<&)g ccticons or isit^re^. 

scrfesatajfonfimctien wlidur Kfciii^er* c»f Crttipr5< and congrcssiofisl ‘tsirt'. 
]>i»th1u^ lirmiy H^ncmittinn on Burmu's activijk^ and («’»p<««Sjiigl:i lunpiinpi and cfim-enu. 

Afn&r Rxjyjtjn - a hssnn Buic^i Vhtth ilw nietlia- 

0«rt»rfs»» - fooisp^ on proWem (WiAitioii hcwiscii thpCJ-PB atai rpyiiiti-ci etimii's nr oriipf thittl 


Boilcb Mjd rusiainj rhp CPPi^s t^wtieiofi^ ^nuiiumue w support tive einire or^aiiiaation »nii uidinifr the 
l.>lFiC!r« ot' thf Qurl' Financittf Officer; Ouef Iiti'onnation Oftkvr ; 0)iei'lVclii>ol->gy t-Mticer: »id tUiiet 
Human (lafHtiit Oflk*T: Miiwaw ami Wwwn Inclusion Office; C>pctai(tfU md Facilihes; I’swaiietwiiP. and 
FOIfV Privacy mkI Recowb. TW* (ieviun rfsoim-Jmlesf'oosunH-c RcsjKsnw;. wludi recnvvt coTUplsurits anti 
hrfps ononartw firKlsBis^ersfotrpierBCMisalKjui conntnvi fiiianaal pioAww *ik 1 scrvioes. 

Oii-Boifi'tl Status 

Orieorihi-keyateasrrf'focuswhuadiiiKtiieCFPBhastsecu t<iicl«niiy thcbc-si (pwlifietl pcxifJe tonwei iH 
ifninerliatc r»iJliny,r.«\ls. nieCFPB has inack’ s^jjaificani atrwk* by imvifciTinj!:' or liiriny: f^aptoKunaicly 
6631ug^ily ryutdifi«lpe«onrat byScpi«tit><rt .V>. iili. llus proftrers liss hmt accomplished by wkingnaini* 
coticvwwit step* in tin- areas of poficy dewlojaiieiit. recnitmoit actinitiss. develtijsmmt of metrics, and on 
hoaohns rtieec many new en^Ioyves. all witlttn wry cianpmsrd tiine Inuiut*. 

Proviidedhekw is a chart thai shspJim lilt- dramatic sparteilv growth of on bnaixi pcirititsn filleil fitr tltc 
C:PPi)vltitutgfisca}yMr3)U. 



' The itodd-Fiwtk rVet u»derS««soQll>64pKivides for the tfaretfefofcenamcmptoj’cesiih'en the Board of 
Owenwrs of the Fedwsl Reserve System, Federal Deposit Insurswe CtKpnrntion. Nsiicevtl Ocdit l;ni»n 
AitaiflisuiHiwi, OfriceoriheOomptftiBerofflwfAjnency. Oltiw of Thrill Sufsciviaion. and tlie Dcptiiuiens of 
Houtit^ and Urban thivelopmeni 
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Management’s DiTCUSsitHi and Analysis 


PtovidedbdOTis apefcensagROteskoatofCFPBlotaloivboarastaff by Avision js of September 30. 2011. 
As Asplayid in tha chart, the CFPB’s initiai rfforts to staff the bureau has placed a high pnonty on the 
Supemsion, Enfoteemwi^ Fait Lending and Equal Opportum^’ ftincOons -51.9% of total on-board staff - 
ieceivii!g die h^iesl utenticKiin SSingCFPB t^iiktoryanccompliaitce expertise posiSons. 


CFPB By Division 

60.0% 



Consumer Eirtemal Gerterai KMR office of the Supervision, 
Wucat':on& AHairs Counsel Director fair lending, 

Engagement Enforcement & 

E.O, 


•The Offict; of the Chief •Operataig Officer (COO) displayed as 26.5% is composed of 12.5% for 
the Consumes Respcaise Center and 14% for aS other COO functions. 


Design and ImpicaieQi Payroll and Human Resources Systems 

'ITie Dodd-FianX Act dd not give die CFPB duect-hite authority, and the CFPB was required to implement 
Its own payjutl andhaong system in ordci to b^inhmngteguLitcry and caiipliance expertise -eitliei from 
compective hues or ftom transfer agencies. The CFPB lauivdvid a series of iscussions and negoliarions with 
the Fedsral Iteserve System and with federal pravideis of payttfl and human resource (HR) systems. The 
CFPB ultimately decided toimplonent an irufependent payroQ and HR autemaced system sepacate from die 
systems used by the Federal Reserve. 

Under die Dodd-Frank Act, the CFPB must estahiirti a campensation program that provides compensation 
and benefits that, at a raininium, are comparshle » the compensarion and henefitt being provided by the 
Boaal of Govemots for the co«e^«sding class of employees. All such ccsnpensaiion and benefits must be 
based wi the terms and cwiditicms set fotdi in the Federal Reserve Act Accoiduigjy, tlie CFPB uiidertook a 
complete compensation and classification analysis and developed a market-based ciassificauon and 
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Management's Discussion and Analysis 


cot!ip«'n«tifin sy»e««n^tiU})portf ib sttat^of iMbUirig j hiflJj- ';ki)U<i. tU-sib!f. Isj^i pcsiforniiiis'; 
wiitkfoitcanti ihut atlisa^ boA mdiwiAab fromoiMsidpofyovcnaiiwit ns wtfl a« fiia>Ioyvt» I'hmii ilic 
s^CTXats imislVnraig ftmoiooj lo (he CFPB. 

*ht'CPPB clpwJ^wcf ii* own bewfirs pKigpo'i *ntl iiiip!nticiii«l it ojiJiJy IT, .101 1 . I>>if»iijuii to 
rtii- f>xW'FMnk Act, theCFPB he codAoni^ wiA (tic six is-insft.Tni^' to cstahhfVi pf^icccli.iios 

Slid jvsictw rim allov far«i^>^«s tnuwfcmj^ if>to tt* <^‘PH (o retain appropnaU' tsciwriits prondtri to 
riictnby riwii jmoi i^nry (bcaonc ycorpenott toA to tvimliiirsc riwscnjts-iiacs as reepunci by iIm: 

FiMik Act. Tilt- MXsppjH^arc Ac Dcparnncsit of Homiiip awt I'risao I'^cvi-liiptncrii, Office nfTtiriff 
Si^wrTi»>on,Offi«of ihcCoirtpwillCToftheCMtrency. NatitJiial Oc<St Umon AiiiiwitsloUioii. FtdcraJ 
Dei>osi> Inniiance CIotptMarion. and the P«i«4 Rescfvc Bomtl <>l C-ov-emors sod Federal Reserve Systeiti 
Banlfi. 

IV, CFPB Actions, Performance and 
Results 

The Dwfcl Fraiik Act titKlpr »«»»»» t062 tvijiared Sk tMHff<Ttlato<jf thecottstHWt'fiiwoal pwittciitwi 
haictioiw from the seem pruriciitGil FoderJ i^iocs- to ijccur no Uu-i than iuly 2i, 2rili tuilest Onj;p;M8 
> 3 : 11 $ msltfu-d. The Senior .Advisor to rite Secretoy of the Tmumy ami f'dltB inajinjrymfiil cMs^liriMxl at the 
pniTBjy pett'intaiw.}>od Joriisuid jrar 2>J I lheestalritsi«nem<ind Mam! m') ot'ihe<2I'5’H by tiic rtiimfer 
lUte oflnlyii. 3(Slt.' 

t)wji4y 21.2)11 the CFPB idicFCilitt j>p«! juxlbej^n iKvtoA k> caw rtut its twjtotitibilitiM luu! 

tniritorihes u> enforce iltc hvi on ctedit cards. it»ortj»js-s, sludetii loans, prepaid oarcis, and other kitwl* nV 
finioitiJ ptoditfl} servicer. Sortv of the Cf=T'8 achorn stacttiig. A«t tlay rtwludei 

♦ TT<e CFresent intnxfcustoiTleKerJt to the ItIrXTs of the A.'positoiyiiistiliilKins - generally large: 
batik* s*iid riiett .rifih-iles that ate «iJ>itvn<i<-FPli«i|>«r»iMoi». These lotltw*,vflii!li inillimi the 
ag!»tcy’% approach to sojieTs-oKHi and exanmnation, marked ilw: Ix-pnnii^ of CFFB's rcpolar 
ccimmiaBtMiuxK with the uisiiuibons it vtpereives. In addition. CI'PH’s F.iiforcement leant was 
irviiiy ti.vliepjn enluimi}- fnletal cnnsuiner finai«>al laws. wIm.h n«r»xary. 

» TTieCFPB'i Clorwimet RespunseOnter bepan aceet>(iitpcr«li(card cinTipbinf* on its newly 
ceik-opi.sl wtbsi'e. aiul ibto^jh a Uitl ttcenumbet, t^FPB also began itfemnpdislressisl 
Iwirtx'r.wiieis to hsxisirtj?, .^tatselort via die IdomNiwme'i iivir^ap.eaiviMance iioriine. 

« The CFt'B Iw-pan pihkshn^ rngiilatioiw ami interini itiles exanylii* of vidtirh inciiide! a list of the 
repnlations of Ac ttamfcio.i a^eocier (ha* will fa: mforeeahle by the Cl-'I’B; interim i»!oj to aeafe 


- tinder the Dodd-VriBik A«. the ftincnons ami feapcwtbitnies foe teavturoer timmial proteesnin ia'*’» were 
irxtnicrreti to the CFPB from seven Federal agenewx, howiver. the Federal T'rmle CommissKin was not t«[uiAxt to 
transfer any employees to CFf® per Section 1(161 (b){A) 

' l.-nJerihelXt^i-Frank Ar^ainhnkie fcec‘»w<mier{itwnci»l proicc(«»i were tranvfertwl from the Board of 
Oovemws of the Fcdsal Reserve Syswre. CampitcJlef of ihc tturrency, Oflice of Thrift .Stperviston, Feilenil 
f>posil iMWsnce CwpoiWion. Federsri Trade CominisiKin. Naltonsri (tredit t'njwi Adminidralion. and riw 
Dcpatimcid of Housing and Urban Devciopntcra 

’ The CFPB is invparif^a strategic plan to help guide its Ruure-ycai.sacttvilies beginning in llscat yenr 2fJl2. 
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Management’s Discussion and Analysis 


aid pTO«<ku«S ffl nt^kmetH rtie Pnvat-y At-t itid tlu' f-n.-<.doin of IiifV»nn«t!Oii 

Aot,i»<ltD«tab6shaptocE5j byadachpaittcs may foA tc'iijivxiv ot iwofik iiom ihc kti 

mutn li&g^oni and g»i wleom nje ctwc wiung t]>r CPPB'y coiKiui't of ttit'cctiyaliotK oi').v>cc-:ihaI 
vujlA&cm$ of aty of federsi \i>nsimwt liintiiaal law. 

iiiiHirhtion, CFPB wotkon many tnliabTe? pnoi lo iuly 21. 3>l 1. including: 

* Know Before Yoa Owe In Nlsy. Ihc C'FHl launched flic Know Before Voo C^ve projccl. an 
cBbrt to ctanb^ two federally required mortage tlMdoi^urcf into a «<tig!e. sfmt>!er Ibnn that 
makes flic coete and rialui cd'the loan cksr and allows consumers to comparison shop tVic the l>es! 
ofTer. S'heCFPBhcganlc^ii^M'o alternate prototype fornw that are designed to be given bi 
cmuunwrs who has-c just applied for a mottgage Soai. t his l«>ittng which u nearing completion 
and im-oh-es onc-on-one inierviews will) cunsiunm. Icnden. amllnitKcis which ' will precede 
and inform the CFMl’s format rulemaking pruecM. The CtTO also has posted the promt^'pes on 
itewdniiewithan ii^ractive too) (o catlicr public input alnnH the designs. 

• Transparency in Credit Cards - Credit cards are the most commonly used form of consumer 
credit. .Xfanost two oiU of three families now have at least one credit card, and almost half of all 
iamilkai with credit caids cany a balance. In Kebruary 201 1. (he CIT’B field a conrerenee on Die 
first annlvcniaryrd' when many provUiom ofthe fVedit Can! Accountability Retponaibility and 
l)isdt»urc Act - tbcC.ARDAaS tookcirecl. 'nicf’Tl’B’seonfa'cnee brought logetlicri^ustry 
rqircscntalis’cs. coroumcr groupr. academics, gosei-nmcnt atticrtii. and others for a roview of data 
<mhow iheC.MU) Act. coupled with the recession and its afletniath. have affected supply, 
demand, and pricing within die credit card marketplace. TheCFRl undertook a voluntary survey 
uftbcnDic largest card muon, repruenling approximntidy 90 percent of tlw market, and oflwa 
studiia also were conducted in conneclion with die uonfcreiice. 

The r.\RI> .Act has pushed in the right direction. It has brouglit about signilfcani refomw in both 
the pricing practices of card issuers and die information prindded to cianinners. Fven ho, thia«! 
arc a lot of moving parts in a credit cord price. «ut there is still room for mi;mvanien( in flu 
transparency of this market, llte (TTO's ncM challenge will b« to further clarify price and risk 
and make it (lasicr for cunsunicfs h> make dia'ct product compansrnM. 

As paw of ihf CW'B's coinoutnit-nvto loitiVtuirotK'y, die raw dsni ftorri a consi.eni.T t»t'ldui:«ed 

by dici^PPlt in miirus'tioii wirh rlw omterence wr«; ross.h; (.KiJdteoo itv websiie iit; 

« Report on I sing RonKtance History for Credit Jknrts and Romilfanee RKrhangr Rates 
I:^ch year, cunsunien in the l.'nilcd Slates soullcis orbilUous of dullais to fBiiiity members, 
trieixk. bminesses. and others abroad through remittance ti'imsfcrt electronic transfers tn>m 
U.S. senders to redpicnlH in foreign countries. TheCFI^t issucil s report on July 2(1. 2011 
mandated by (he D^-i-ronk. Act. which analyKw two Hubjccls related to rnnillancetr»wflTs; (fus 
transparency and disclosure to eonsumm of exchange rales used in romittance transfers, and ttw 
potentiai for using remittance histories to enhance die credit score.s of amsmiKiis. 

Tlif rrport finds that iiiifd«neiaanf»i ol'sexwof the fikvid I'nsik -AcFi iii^' mpiirenieot..* riilsTi'tl to. 
ntmllwier Iranrtim - indiRki^ iiwixlatoty >li>rtciMirr» af tlir raw imni •• iviiild >hc<l liglit 

oil any oe«l for addifksiai ssdiangf' rate fraiiqweiKy lueasutev. Tlif tlb'l’B idso rtvonatiMiils to 
pohoywiakers ajid other stekdioidiTs that any »tdiiK>i»»l iraii'ipawiKy ns-.i.'iuter be tviiliaitid isid 
ecinsidensl top’liur with the tank'd' iiKvhaiusiiB tot iiiocavinp thecTXU{>tftiljvvtie!<» of die 
rfnalfiBK'r tiansfCT niarkei, or pronninig other (jjioiuiKit pcolt^nonyouh. 'tlw fi^iiift ii.irtliw 


15 erpB nWAbJCIAl- REPOST - FiSCA.l. YEAR 2011 


Page 20 


GAO-12-186 CFPB's Fiscal Year 2011 Financial Statements 




156 


Management's C^cussion and Analysis 


ili?cu?se? Bw pji«wai fot fwnin«!ce lusjorit; to infortn frwtbf n-otrf, j/id ].>ijnncd i.l'PB 

resftHdi fke telafinnsrtp between rannaner hivt.-Hi<>v .uid nL-dii s.-octs. 

• Rejmn »n Ci«dit5teonM -CFPB iwocdafmrRltHcKi ttri hilr If' I i ■•■Xiuiiinifijt tlie 
ibflemices brt«c«) csr<fil scores (oid to connnHn^ »»< ^luccs iiscni by tciRbis to linke cicibt 
itecigofu. 

T!>cDij(kl Pi*ykAatt«y6sw3 slieiJiffnaK-es aedii scortrs cotimuKi'! 

ptirciMse and those embton use lt> indie aetil dcawats. Ibe t'lPPB’s Jcjsoit iiovsiv (lie j>KX»-»> i>r 
drvek>fiingci«6t»»5W^inQdtls,'»4iy£iiflitretit !ci>rii^ models itwy jiroduce dtTcrait »a»ttr> fat tlitr 
uuiK oarutsnei, how tfi^erausconn^modris are used by creditors in the iiunkeiplaix-. wbiu ervdit. 
•R^sres are avtalahle to c^siBners for purchase, and ways that differences between the scores 
ptnvwlni Moeditoattfsd those |>i»vkk«l tosx«iHjmecs nwy'lisiKlvanli^ie tHnisiaiiei*. A mimimet 
tatawaw of the vansdf irfcre^t scskbs available m the matket place ttwy puiidiase a score K licvmg it 
to 1» his or her only cixdit store, when in fact there i» no svadi «itiy,lc 

The Ripontfiscuewsdteienetaliack of iiifamiatkat aiK-nii credit stioiiiiR. Ote stasrey tltows that 
manycoitsiaisers do nor btera; dial a credit score (’e|src>ni(s the risk of it'ii repAttny a loan. 
FuttlKnnore.iiMnysanwumersdo not know that cieiit sconn tlicy buy may nut t)«: rftc same cmlit 
MXuai); moiWs d»t are 0>twl wiiddy used by (enilei f. 

.'^s a I'l^owiip to die rvjxHt, liw- CPI’S ’Will oblatii and analrae riaia that vbtsi fiirlher li^tl. on 
dtfl'cKWcs in swires *>.1 the .'^lafionict; of rriated cwicctris. Tohrfi) whaiaUt c<)l■ls^a^Jet.■^ rtu! CPPH 
aliojxisted adneeon its w<4'iile abcRij liow to olMain mkI nwintaui apiHtd ctedit sctire: 

• lattgcr PanicipaaMandNonbuikSupervMion • The Ovid Prank .4,ct pves tiieCFPB theiob 
of iiijsemsaijtlaijtr hanks, as well as mntie other ly|ai« of financid loinijsanics, for complianiv with 
I'wlerd consumer fliiancial pnsleclioii laws. 'Xbtle lunkt, tbhftt. and owiil. luiions Iwvti been subieci 
torxamtiutiuiii bv vanote fcxteial reyidalocs in the pari, itlher lypes uf cinnpiiriiet piuviditig 
consumer fuiiUiaiil (usHhu-ts ai»l scryKirs have i«>t. (..tneof lltc yr>ds of the new law i$ to IwlKri' 
protect «ioruitiert by ospanilne tliis tjpeof tt^setviston to notibank ivimjwnws. TTwexananattf.sn 
ofo«iihankoom|>aiBe< wsliheacncwl jveceof tl«i Ci’PB’s wtsrk. Pt't iht' lirst lime, i tainy of'tbcie 
maibank faiancid ci>mi>Mii« wnR be si;l>)ect to feA-ral oversight- 

Under the Act. ilte t.TPB’s lavibanfc siijwtsioii pn.ipwtn will be alrfe to lix>k. a!: tsiinpanifts of al! 
sizes in ilie ino<lpi^>r-. payday knniinp, and pnvate r-liidenl. lenc{in(> iiuikeln. But for all other 

inadiws--like nin'iina'i imtaPmcnt liians. money irafi.snBttiiip, and lidil cnlleciicm tlie CFPB 

gmendly run supetyxr csily lacyer pait>ci(»its. 

The CPPB iwpit-ried oijaii ou June 29, 2<il I on bow to ilefirw » pa.itiicipaiu'’ ihinneit lb# 
RiirTiukmy pfoerts. In cittlct to collect input. CPPB puWijhed a Notini and Retiuesl for Ci.MiBrxint. 
iNohce:. IHiilic ciMwiwsns on tlieijuestuMts listed in die Noltoe will help the CPPB fonriidale s nile 
llutt lu-lps tire CPPB make tla-bcst uscof its irsourwes ti.i protecl cini-oimet*. 

Kn^aiting the Public 

thieof tlM;Ct‘PB’< trip priiirities is to cwmniBucaic subnaniwh- Slid inxpKully across a\vtdc ranytrol 
inrhnityandroitsiBirerpoi^ sectors. The Q'PB aims to actively enpi^v all siakelnittiers that iMiilii 
pistefilidiv lie attiaiicd by lire ^rncy. with rtH'.rsHlerstiuisImy tiwi ilwn it imalt instil lo U; jffujK.il ffltiis 
vaneii |H-rsps-ciir«s that teptrsEtU many distiriet points of view. 
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ThcCFPB JissiMvded A^s-wmtjytofuiwri e>suK{ ioaii fio«i ilv ivijxn:. fou?. snd coiKems «!' 
iiHii^ny aid cw»«nict poi^s. As a (cst^ ihf CFPB iiaj cullettcd uiiitlc iriiomiKliisi sIkhiI Ikw its woik 
\nli alTtrt vsnous si^dKAier:!, aid fa«n slakdKJilcrs hire mtoniuvi prepamticnis m scHin^' up 

ihr a}?:iKj'. 

♦ ComraoniT)’ Banka andCredil l*oion» - irtapcuil to T<'i»cli<>iit !•> sritill in<tejKiict«i1 balks 

ut«U 50 siai« before My 21, 20U. ByApnl Silt, llic O'PB Iwd iwicfKxi its {tiiat of «p«ikiiij; to 
bailtisn from «eir sete. Potlhci. C^’PS officials delivcftd fpectlit-s at iJk liidq«rnd«)l Conetmiiity 
ihntH-n ofAniefica Naliraui Cl>n»eiui«i, dieCrwSt l.-iBun ShiiotM! Asscx-jiitmii Cn^veniitifniiJ 
Affaifs <x<nl«*sice.iin4*rtheN«d«al AsKXMUonot'l'ixtefal ( jwlit fonpessioiiaJ fjitKits. 

ACFPB lean has been ifeifcaed to otilrtasdi (n small fmaivSid service providers. 

• 'fnule Assockuiun* and Biuik I'kecniivc* - CFPBliis IVMyiaidyiiiei with baiikin?, rxecimves 

aid trade associabreis that lejwesatt both deptmioiy and mai-depositoriMriiiiwiioos. 'ilicCl-PH 
has spoknidteertviomanvof diemaysr traA’riiyBiiiiattooe r^sretenttnp firms likely to Iv- affected 
by Its vNiik ami ihiveted spee.-he? to the fhiaiicial Seivuvs Koundwblt jnd ai the L:.S. CJininber of 
(■'/OTimerce Fifth C^iai Maifcrt StaniHt. 

* Servkememhew and MiHwA I'amiliesi • In laniHuy 2fni. ihet'FPB iiwrlea k^' hre to pstiihlivh 
us Office of SerTiceffasnbet Aftiuts. The newly hired A.«*i$»anl I'Jirretor, Oftke afServitTiiicrribers 
Affairs iG&A', iBHkr.'iwds ffcan personal eKj'criaice as artHlitaty sjsouse and woiknl llie Belief 
BuHimt Bureau Mihiajy Ijiw - that irevi are) woinwi iri the LLS, airiKsl force* wnaiiaitw iniiiiiie 
tinancoJ iieiics. 

Injanicay. ilieAveihtarit Dsrectot, OSA vitiied foiirt BaseSmi AnhiriKi. '!‘««as tu ipiiskwilh 
retviwntmihers and finiuiaiJ c<w»t«d<H* idsoul dw tauqiie liiiwhual nttsaiw'ancer and ciiaH«ig;c* 
tiiat eonstiiifraliifltycooinBaiine*. hi April, lire A*ri*ram OctcMf W>^wll^^ to Joint Bail* Myer 
Unwlcrson Hall in Viiyjma to meel widi wtviceineinhers »Ki tlieir fanulies. 

Tlic Aisiswnt Dinxrlor has visiteil iitaiiy other iislitarylMses as well, talkiii(; alxxil tlw riiiaiicial 
chatlcntx* faony.'Vinenciin iiien and women m uiufomi, Tlic Assiswnl liJinx-torwas the first t-'M’B 
suftW l«> testify liefore f jmgross when fhe aj^cartsl before' the House Onwrutli.u on Vcte.tans 
Afliure wul has also !estifi«l Iscforr a subcnnmiittee of the Senate Oiinniitlcc iiti Honieiitfld Seamty 
mkI Govemmcniid Alfaits, and has sulxtiitied testifnxiy for the woord to tlie Subcommiltn' on 
Federal Pireuniai ManayefrKiii.fi'svenunent Infoonateni, F«lwal Siuvtres and imcmational 
Seeuhly llA. Senate fioiretuiicf t«i Ikaneland Scairiry. 

a Consumer Rtapcinac - nw l>Kkl, frank Act iSrecK llw CFFB to faalitste the aiilwticin ami 
morutoni^ iW. aiwl re»|H>iiie to. amsnmcr cmt^aitiis rty.fttding certain ftnaiicial products and 
services. These comjiUirUs and consottH-cs' iieyiiries will lielp tlieCFf'B ideitlify areas of coriccni 
«ld hdp CFPB m its sr^crvintui and other irsponsd»liticr. 

TlieCl-PBis iiTnilenienluip dieconsiimrf rrejxitue fiaietuMigiadvully tfitoui^l a {slwscd mil out of 
fuiKtioiiidity. The CFPB lams tohudd an eJjiocnl andcticcuve, eonsiatier reiponre Systran tlml b 
iisiltil to rVnedeaii eonsumera, naimtiires burden c»i fmaiicial iiMtitutions. and Iwre'ajiys the lie*r of 
ledmolog}-. A f*w«l erdt mifwiU enable piopei onixdenstion ol the iK-evi* ofcoimuvn'is, the 
iwpawnent* of hnwKid inttitiiljoiu. and the relcvafU '^xtatwaiaj ccaisliainis, In the iiiiliai | Jiase, 
lire CFPB wiR fociss oovAingcon^lwnis for creilit cards, wiihothiv (ikxIucts m fUIow. 

AriiiApaiiiif ih^ many distressed homeowiicti w<»d<l cvaiiacl tlie C.FPB smw after ihe lannidi of the 

(anmirner Response futwaioiv foe Q'PBdestynesUpreK'esj tocomKct there homeowners with a 
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hotBir^CMinsd<u 'sia IheltoiWisximei’s HOPE^ Hottsne, a honsiHp.ccHirH'e-Iinj* fuirtine av-ailaWi- 
ihruk^Ji ihe [>puTfncnt of the Tre«ury. 

The CPPn H cooi^uM^ ilt ^>proadi vnth olberix-^;!iiii>r$ to ;>r<rvtait for 

ttes leB)$«brm of irsj>oo«9>S<h«^. As the ivith out its full HuKTiioraiiity. it plans to tisite 

or »w{« incwiM^con^mli for otf«Tpt»{fc>ct» to tfic pixultnlial ntf.nUtot'f or odn-t apotajOTale 

ThpCFWi« KiYwte^ini IT infrwmicftiK' towtsitfs that itv iwmtinicrmptsftse- 

function i« aeM»s>Wc, easy to use, and secure. To eosiw btoati accest. tlie «.iH pnieiden 
vantty of contact channds, ineliKSi^lhe hitcmet. niai!. fas. .tiid a tolllrrr icfephcnK-nimilx’rwih 
Enj^vh arat Spanish PotorinsiBjtei'*, tfte t'f'PlV is ttrcnliny, an (nlcjratc’d weh 

and pitooe sysitatt to file and tiai comptents. 'Ihc; ■wchsitr wkJ call cctitec will also pinvidc: 

answers to ftrcupienliy asked cpieshons titiHicial pnxtucrs. Eor credit card lytmplairin. the 

CPPB is crcalir^ aweh bastd system that .tikiws nurd issuers ti>!o}><ui. view, anil ropunct to 
ccanptauils onhne. pYRttut^. tliii system it ex{>ecred t» he used hy {>tiiviilrrs ol other iiniuiciid 
prcidiKts. 

Ilw CFPH l«ts CT^giped «id w^ ccsntunie b; Mtj^je g htiwd rwiy.e of stakelKilders - iticliKiinp, 
con«i»«n»iy jauA>,crasMW>«aiipocuf«. oidcoKy irroup*. and others - to jnidier irifnit ixt die 
com^M'ithMiAir^pKseess. TheCFPBhas presented its ccat^laHttinfuki; pioccss anti 
h«tdiinp systeot to the taiy;ett etedil o»fd iscueci.. The CFPB will he holdinp, ongoinji •ditcuision* 
widi llteni te^nlir^ urijsrownenis lu die system. 
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V. Enterprise Risk Management 


Pi$eal YeMiZ311 

CFPB STATEMENT OF i£ANAGBMENT ASSURANCES 

Ncw«tnb<t 9. 201 1 

7>v 5 maragemem of tha Consumer Fmaneid ProWetion Bjseau (CFP^ isfarponidble fcc establishing and maintaining elfeetive 
internal comtel and finaneUI man^ement systems that meet the obteciives of*e Pedeial Managers’ Financial Iniegriiy Act of 
1982 (FMFIA), Continucus monitotii^ and periodic evaluations provide the basis for the annuaJ aaaeasment srvd report on 
nianigemenl’s contras, as required by PMFiA. CFPB is leveragit^ theettaWidiedOMBCitculat A-123 siid tlir PMi’lA 
aasessnent methodologies » aawst in assessing the appbcsble cimty-ivide ccpnctoh, docutpernng tlie applicable ptocetse^ and 
idemiiymg and testing the key ewttte^s. Bssed on the results of these ot^emgevaioations, CPPBcan ptovid* reascnable 
assurance that tntemsJ control twee ^effectiveness and elFciency of operations tnd compliance sriih applicadsle lavs and 
tegu!«ions meet the objectives ofPMPlA and no materia! vealtnesses were found in the design or opccaiion of the Inlernai 
controls ss ofSepterrUxr 30. 

As requited by tlw Dodd-Pisnk Act, the CPPB s requited to provide a management aisettion os w the effectiveness of CFFS’s 
intetna! conttd ovei financial cerotTing. CFPB man^ment is responsible for establishing and maintairsng efleclive internal 
control over Snancial reporting. CFPB conducted ittaasesament of the effectivenesi of internal eonlco! over Snanoial teporling 
based on the eiitetia established under 3t U.S.C. See. 3S12(c). Based on the teaiite of this evaluation, the CPPB can provide 
teasonabJe assurance that its internal control over fmancia! reporting as ofSeptembec 30, 2011 wat operating cfTectively and no 
material veakneases vete Rviod in the design oropeiation ofthcinwmsJcreiErot reset financial lepotlii^. 

As required by theDotld-Ptank Act, tlicCFPBis rergiired comaimain financial management systems that comply substantially 
wuh Pedetai financial nwiagement systems lequirements and applicable Pedeial accounting slandaida The CPPB utilises 
fmanea! management systems that substantiallycomply with the requirements for Pedetai financial management syitema and 
apj^icaUe Pedetai acccumit^ standards. 

Ri^Date 

Special Advisor to the Seeietacy of die Treasury 
fre: the Consumer Pinanci^ PtesM^on Bureau 
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l-'vdeni Fimtaesl 

Tlif CFPBwas a« «i independoit IvircaMtn tht }{r«N’virS» steii isickr iliK lX>iid Ptsinlr 

Art S«;Btw» toil {a}. At to indepettdein, tain apprc^MiiUetl lHifrai».CFPB rcpopiiaf* ihciinjKtrtiUH.'c <ii 
bw» <Hsort««i wSi BT^^temeniii^ t^t'rtjvc mtwfwitf rnk itwnagt'ti>ent, it>(lvi<iitig(lie F'tviorsil 
Foitnci^ Ini^ci^ Act. TTiituKlodM msuni^' ttM« tvfPK op*fnttK>iit iukJ (twi'cajiit tt'ftfctivf 
MndcitlrteiUarKl that tnteoia! ccHrtroit afemtlionit ^ miiairuzc cxpottm- to \>rest!' mid msiiunagciTu^nt. 

In t'isci wsf 2Cin,CFPBp«foKt>«lanW4hurtseinot'iKfi5l;« and ?j-5t«ne ol tnUwrtl ciMtroi* and <nnpkiyfd 
an in<ir|>n>dnil acco<«i6fig ftcm to attitt CFPB iiuiii^^nntt in ie> «valiiatKin<. llie' rcsiilit of thote 
(-vaJiiaiioiishdped iheCi'PB’< reaswalile 4<MMaiicf nt rtT«'ijv« mit-iTia] 

llwCFFB 6 cfai»«ne»ltti«i<iiriry.i»h«sin effeenyf ritk ituuviijisnm'rit ptnj’iam iit finM! yrat 201^ and will 
b»kf arlitms B) in^lBiwU sdl iekmtjfied trtWioanendations ami a'lwmi. and itij'iraip (•(‘touiws asngcK'l tri an 
otliw witlan the t'JtTice of ihc Chief FinaBMl OlTiecf the Ot'fitrc'Ol'AittJn.iiiitJ Initmal Contioh. 

Fedoall'inuicMl Mana^tnneRiSysUnni ItMioiRanenui 

SeetiorilOJ ? (b)( 4) (Qof tf»e-Dodtl Fra<A Art j«piifcs die CFTB tobi^ileinciji wtd tmintaiti (BiatianJ 
iiwii^^ww s>ftwts that sifestBibally am^y- wiiii FedcraltirianitsBl niaiii^yinaiE nyutemn EWiiBinnenft and 
i^ipiicaUe Fciieca] w.'cta.uiiuic stwiderdt. At Atciuted lirliiw in ittc tcceiori on l-inwioial Manageitietii Sytierri 
Stnrtej;}.', <{«■ CFPB has entered inwai ii{tnr«n«ie with ihi-Dcpatiiwrit of ihe Treasiay’t Bufean of Puf.ilie 
l>bt iBPD) ftu ihccfot» srfviCB^ofCFPB‘< corc.fHiaiKrtt nwiuqjniieiW syjt«nnmis. A* widi, BPDhas 
pronded atsnrmcc: to CFPB diat iti tyitem it in compliance witit (lie Pcdcnl Pinmida) Mana{^ntienl. 
Inif'fovenwtu Act fPPMlA) w!R-«hy (lie system w tobsiantiany ronipliani with: 

« Fedesai fnuaiciai iiBUiatvnmit sysmn rnpacrintTits, 

• ApplicaWe federal aa^uoiiar^ somtUni-. and 

• The Crated Slain StandsmlOetK-tai I^^-eat llietnuisartirai leed- 

BPDhas rejwwwl ilwiitt sysieni subsU»iiially»:siirif4ieswith llw liwee mpBrcmeiiW of PPMIA wid let^nly 
osatuslcted a Suwmeni on StsiMlanls ftw Ai(es(«t»on Fii^b^iom tSSAE) No. 1<i, !tei>oixiiij’ on Controls at a 
SetviceOijwnEaitoii. ’Die ioile)>eiiili-4ii anditort opined ui (he SS.Alvlirefifirt that, in thort, HPI>’s iwiirols 
weie sintalilydcsuqint to pruviili- reasonable assiKwiot that c>aitKil objvciivet would lar aeliiuvei] if laistoinei 
apencies applied (he con^jlmientaty nisKanec ajjeney ennttnis, 

CPPB nulnateiliis internal controls nvei tlicpmcpssBigol'lTiuisartionslier'ifrtii (iwCFPB mid BPD. CFPB 
delemiinrd it has asWspute coMipleineniiMy v-onlnils in place. 

Financial SMicmont Audit and Reponon IciwmalContiuiovce l-inanciid Kejxinii^i 

Sertions U''17(a)(4)(B>»KiiO;f«'the IX-mW Ptatifc-Aci. reqoicetheCFPU to prejwa" and siilaritt to GAO 
iuiihmI fniatKiid statements and an atsertnui of die etfertiveness of (lie iiitemiii airitrols oviit liiiom.'ial 
teptwiu^.. Section IPl7fa} i5; (Ai and (B) of die tXxM Frank Art idw,! resiuiru G.AO to audit those fmanciii] 
slaicnienis ami asswliiW' and fcpint their rendis to thehutean. Oxijtrfis and tihie PresiileiU. 'Iliet'l'PB 
preparsd fmanrad statements for the first !idl year ot o|HT«tKai. fiscal year JOl 1, 

•(■fAC.) issued m twiqiulifiest ao>*t qstttkin <'« CFPB's fiscal jeat 2i'>l 1 finajirtal siatrstienlj GAO noted no 
tiwlcna} wnikiwsset »r si^utiesnt sieficieiuici ii> (.^iPB’s iiilertiat rt>iim4s hih! nlivl no iiislaneci of tioiI ' 
cotiipliancr with laws and f^datKHK. 
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Management’s Oiscussitm and Analysis 


I'inoncial MsMU^fcmcnt 

Cfl’B i«03f?«8ed fatiy on Am as a new biuvau it needed to leveo^'e cxisnng iinatioHl nsuiagi-jiioi! 
it^iMiTccs. systaits mkI tnfomaiinn ledmcdt^ (datfomis «licn lA-niifi Air uiii.i avsuiaMr. EtiiQjOly, all of 
<lt- PB’s liiKOKsal nian^eMimt transacboni were pioatscd Atou^i die Dq^artinriit of Ac TceaFUiy’s 
liopilttmpntaJ Ol&w. In fiscal yau"^!!. CFPBentci«liiito acuiilract willt the l>fpwtiT>tnl'.'f fhe 
Trra'tJty's Bnretw DAti'BPD) for Aeraoss savumigof afittr firuujeial nwriageniciit systoii liial 

uses a coiiinirrciiduir-Ae-Aelf oore finoiinal iiait3gy.tiicn! sy-stati d<r»tgi>eii lUiil oaiifiguied to iiMX'l gciictalK' 
astcepltel areouoWig IffKK^des Jbr Fetksi! enwir?. In alilitKMi to rtir itiwiKnainirtn^isniMil sy'^teni. 

ptoeitin sfteioes to CFPB, such ai transaclK-iial poxirtsiiig, fnu-uic.iil irytot tatj’, htuiun 

resoiim; services, ptonecroail services, and travel service*. 

FnrAer. CFPB cstAliAed an IT Investment Review Bcatid •;IRH; as an r-xeaitiveadvisniy irody jifovidsny 
tlw business and tecitnolo^ Isderdi^ in ensure all technology invrsUnrrti iiligjis witli tlitt.lFPB missii ai and 
goals. Themniibcoof AelRBwoA wiAdteOOandtlicTevhnidngy lin)lnni.iiK£ion OtiHip iiMiwkc 
uifomicd leojiranrndatjons Mid assist die OOtn inakuigtlH' poajiet uivcslnienl ilecsviofis to ensorc lJuit 
CI-'PB’s IT assets ate iiwnay^ at stiatejnc business eesmitces dun sujipoft the itasnon of iIk’ huteaii. 

I'edentI Infonnatinn Security Miuuijtctncnt Act 

IV FeiJeojI Jnloonation Stcuot)- Maii^cmmt ;FISMA) twpiiies I-«1end j^.encies to ttevelop. d-'Ortwesil, 
mid impieincnt an i^icy wkle progtam to provide security IW Ar iidooration and Afttnnntioti syslwns iliat 
*u(^>rt tliee^rMions i^atsettof Ac afnicv. .A» disnused alsove. tine CFPB has Icvrri^.ed cxistinf:, 
irtf'miMtKJii h'cimidngy-aiid tdaifonTis hy defdoympaidoiuChasesl intVasimcliue and tvKeririg into various 
cn;'5s tervjOf^»Ei»ai»>nis wiA tlw t>f}wrtiiwni tif ihcTtwntiry. fVpartiTimtal OlTrcet and BPD. lUid the 
Depiwtniein ofyVgriciitiirc. NiatHaal htiance tijitet. As part of tlie itulefjeitdi'nl {scTfcitma/KW audit of ihif 
t^ieraiioiis luxl bts^ of die CFl’B. ivliidi is discussed helmv, die auiiiioct also rviKtited lltal the CFPB lias 
WtnpliwlwiA keytlcrneiits td Ac K<30vvmitt«vit Act ot'a'Wi iriduiling FISIAA. 

inipmper Paymenw Elimination and Rcenvciy Act 

Tlie Int^smprr Pajtneiits Flltfiunatioo *i.i Krsvvefy Act o( 201 i fpqturciigem'.iifs to review their progtsaiii* 
Mulachvitirs anniuUy K> wleniify tlwsse sioccptilAt to si^iifioBilitT^jeojjet iraymMiri, l>irit!gSscrf yBHr 
Ac Office of Audit and Intenid Onteol conducioi such a review ovet finir iiccti.s orpayninus - Piiteliase 
Cud Clxmtract Paitnciiis «nd/ot Invoice*. Travel Card, and illUtins tmd-'ot VmwlKrt*. njcCFPB’s lisk 
assessment process did rii?i idciiiify any pni(>nurB sutoe|>«We to sigiultcant iriipti'spcr payiviwits. 

Independent Performaaev Audit of Ac OpentcAnt and Ilwdgel of the CFPH 

Tile I3o<Jd Featik .Act, ainesalcd I>y the Pull \’eiu t 'oiitunAi^ Ap(in>{»saiKa'is Act. 2lMl (12 S-Wtia). 
nwidurd rlial CFPB <Abun an anniud indcpcndciti audit of tV cfenttiuns aud Aidgel uf tlic Biianu. CFPB 
conenwtBd tora fi*e^ year 2011 iodeyinidcni (lecfonnuireaifciil of thcCFTB huttjtcl and several opcratii^ 
area* that were initrumentaJ m in^ilcnirnfingtlw IVld Ftsnk 'X'l^ Slieet Refomt and fliaisiunei PitaiitciiiJ 
Proteclam .Act o<' 2010 and standing (lie Ci^’B: Ihnrian Ca(3>lal and OigiuiisaAsiiat OvcIc^iiHinl. 

ConsiBiscr Rstspcaise, Infnttnaiioo Tedmolu^-. and CtHumauwaoin ttial ■fuiiispiU'viKy, 

TocvaltiateCFPB'soprratKHts and |serlV«tmwKV' in ilieie fiveai'cas. tlieaudiKu'S cvaliiftKon ootetiti'werc (Ij 
o«nt>liana^ with Icpil retguntwirf*, iSi atiaewirustl ol <irg,aiirano««l ytials, and alignnxiil *nh 
perfoimance standarA. best prartioes, and/or h'‘n>Anta£k*. In <w flckAer 15 n-jxift. theaiiAtors tepoiUtJ 
tlwl <1FPB has made ognificjml ptt^css lowanls ixdwvmp Ic}^ co!i>]i|ituK\-. alMiiiitig.iugjinsinikii'wt grudsl 
and tnsaMinp prthmiianix stWHisrd*. 
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Management's Discussion and Analysis 


I of the fiWiRcial Saiemenis 

Hu'pnncijuit firundi^ stHcnients onUAinedffi thii (tpirftlnvc-bmi pvqKircd to jtr<r«eni tlx- fiiitifidal 
posiouti arttJ rmdis e^openrtKHtsof^tcOantmwt FhuuiciJ Pix>fcctiofi Btinmv' pucxiwnt to tlic renyimiicriK^ 
of the Dodd'FiaiA ActSetsion Wl" («) (4) (B)- VMde the sU««ric-iits huff been pnepawJ fiX'm dif books 
i<n<i R'Cttfsb «>r the Ccxuvniet Pinmeid Protretion BtuenL ut itcnirdieioe with gc.tiemlly iit'cepttNj aotrotiniiiig 
phiKJpIcsfor tike Fe<fc«al gPTOnmetit, and follows lheg^M.t«i pfesmiatioit jpiidiuice pnwidcd liic 

statwtvrnts are m addilicni to tfie iinaiK^ repoit* used to OKKUtot and omKiv/! biulfx^iry nreisuNX's. winch lac 
pie^Micil iiMiip liie <>At<>e boedet ilnd i¥<ticds. 

The stttlemwkis ^muldbe natiwidl the leajiwlsoti l!t«t Ifiryarf for a coinpoiuiit of iht' I'liifrd Swi«: 
Gfjswniww. a sovtiagii wfflfy. 

VI. Financial Analysis 


How ihcCFPBi* Funded 

UivJer the Doiid Ftwik Act, rtieCFra isfimdtxi f>ruiei|«itlyhy touvsler* frutl* tile Riiiini of Gcivermjtt of tiw 
Federal Reserve System up to * iiiiat set forth tn die statute. Tiie CFPB ternietit tnuksfeit fiom tiie Boaid of 
GovCTtKsts in amosmts tlwtwcieasoriaWyticcvssarr to carry out its inissswu, wiiicii futn{mgis at a 

pte•^^<percentl^<e of the total 21W o{>w*niijt rapfiise* <rf tile FVdfiit! Ks^YCve Syntetn. si^sjectioiui Miinwi 
adjiHtiTO-nt. 5^>ecl^io^^y. tise CFPB fiuid intinfers arc cs^s^Hrd as follows; 

• Infucal yt»ir20n to lOperi;cniorth«»el-edaalReKn'tt SyKf«m (or approxinuteir 

5498miltton). 

• in fiscal Ycai 2012 to II pocent oftlicsc c\))«i»cs {oi approxintfltoiy S547.8 mitiion), 

• In Hacat year 2fll.s to 12pcriMn(ofthe3«c'<pt;as«i{or appioHOTstciy S597.0 million), and 

• In llscal year 2014 and b^'Ofld. Iltc cap remaias s( Upca-ent bul wilt be adjualcd for 
inflation. 

Tlte £>>dtt Fiarik Act res^iiuvs ihct.T'PB tonumtaii an «;eoiait wiiii the F’cd>wid Reteeve "Bureaits'if 
Ojosumcr f'MjanriaJ Pniieciimi F'ibkV” • liiireaii Fturfj. (•'unds m|iK:M«l Iront ilwi fitwtd of Gisvenvm are 
Inuitiinied into die Bin-e»ii Fitful Bnnuu iiuids defettivned not to Iw netfdeil to m«-t lire c.v«i«it limit of 
titc til'MJ Biv Mivesied io Tieasixy «-rviiiiit-» on ihe open mailset. Farron}? I'toin flic invesliiwiits lUii also 
lieposiiul into lias huiil I>inT>ii iisoal vn<( five transfers lotidinp$l<>1.8 iitilliori were rcaanvwl from tint 
Boatd of 

'like DocH-FVarxIc Act rxpliciTly pioviries that BiiceiHi fueuls ohiametl iiy or tiansfffrKl to die I'FPl) are rust 
Oovenimein funds ot apptopiiateil funds. 

TheCFPH also crJlccts iilinp.fc** from devdopets as part of dteprocei* repRtdiiig Ihletstntt' l.sind 
Settlancrits (ILS). Tiie ll»*? jirciftsion protects coiinaiicts from ftaiKl and aiuise in tlic sale or Itiase iifWid. Ivi 
l‘J68i Conptess enacted the iiitotstatf Ixnd Sales Fidl lisckssiire .Act. which is patlcnitd afttt the Stiruritjes 
Law i>f l9Xt imkI feqttftes land dewekspers us register subdivisions of I'X» or iivire; rimvttJtempt iolt and to 
proviilc each jsuichaset wid> a disdoruRi <F>ouijeiit cidletl a Pro|>orty Rq>>'.«L Tins I*K>pecty Report iwsntatns 
leicranl informiitjoii ^>iU dw sidsdieiskas and iiani he ilrhs'cted to muIi puidiasei Isefore the signing iif die 


’ In fiscal year 3)10. tme transfer fer S1&4 miilicst was received from the Bwird of (iovenKw*. 
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Management's Dis^ssion and Analysis 


<TOinact or agreemmi. On July 21, 2010, tfu$ program was transferred to the CF?5 from the Oepatirnent of 
HouscigandUitanDeveiopmCTitpcrauant AeCtodd-FrankAct. Whi'icCFPB continues Ki study die legal 
effects of the le^siati!^ with respect to the ctansfsi of these lutvtcens under the Land Sales Act, and the 
coDectian of fees, the fees aa curwnl^ being deposited into an aocotsnt tnaintamed by Treasury. The fees 
collected may be retained and ate avaalabJc until nepended for the purpose of covering alt or part of the costs 
that the Bureau incurs for ILSpir^am operations. 

Pursuant to the Dodd-Frank Ac*, the CFPB is also authonred to cdiect civil penalties against any person in 
any judicial oi adKimstrative action under Federal consumer financial laves. The Act also rerjunes the CFPB 
to maintain a separate ftmA ki»vtn as die Consumer Financial Ctwil Penalty Fund (Ctvii Penalty Funef). 
Coiitcticns of civil pmaloes wiUbe deposited into die Qvil Penalty Fund, which is mihe process of benig 
estabbshed CFPB did not i^le« Mty civil perudbes duting fiscal year 201 1, 

Viliai the CFPB has Funded 

Durii^r»cai year 2011, the CFPB was sbH growing therefore, the majoiicy of us obligations rebted to 
resources ttsoMial to standingup dw CTPB. s^eh as personnel, mfoanadon rechnology. misticn-spedfic and 

human capital support, and other general 
statt'^p aeoviBes. The CFPB incurred 
1123.3 million m oUigatiotit - 168,7 
million in Ccncracts & Support Services, 
)48,4 million in Salary 8s Benefits, and 
16-2 miUiai in Ocher - as displayed in 
the chan to the left: 

Scene of the larger funded items for the 
CFPB siait-up aedvitiet included in the 
$68.7 milbon for Centcacts and Suppoit 
Services indude: 

■ $13.6 million to die Department 
of the Treasury for vatious services such 
as, informatictn and technology and 
human resource systems support and 
detailees, 

■ $6million to the Bureau of the 
Puldic Debt fotciois-seivicir^ of 
varioua human resource and financial 
managament services, such as core 
financial accounting, aansacdon 
processing, travel and payidl, 

• $4.4 milbon to a conctietot for human resource policies and assistance in developuig salary and 
benefits packages consistent with the tequitemenra of the Dodd-Frank Act, and, 

* $4.3 milbon to a oomtaceoc for the development and maintenance of a Consumer Complaint System. 


FY 2011 Obligations Incurred 
($ in millions) 



■ SaUry & 
Benefits 

■ Contracts & 
Support 
Services 
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Manasement's EHscusslon ami Analysis 


Net Costs of ifae CFPB's OpcraiiMis 

The Statement of Net Cost presens 
the CFPB gross and net cost for is 
three sCrategsc missions; Consumer 
Education & Engagement; Reseatdi, 
Markets & Regulaacsr; and. 
Supervision, Enforcement, Fait 
Lmdsr^ & Equal Opportunity, Total 
CFPB net costs for Sscai year 201 1 in 
these drtee ptcgrammahc categooes 
a« $85.3 million - $47 million for 
Supervision &r Enforcenent, Fair 
Lcnii;^ and Equal Opportunity, 

$22.8 msUion for Consumer 
Education and Engagement, and 
$15.5 Hulbon for Research, Markets & 
Regulation - as displayed in tlie chart 
to die left The niajoiily of costs were 
incurred in Superwwson and 
Enforcement, Fait Lending and Equal 
Oppotti.inity incUidirg the swrt-up 
costs of the progtam and the majority 
of CFPB’s personnel costs - 51 .9% of 
all liires by year-end 

VII. Possible Future Risks and 
Uncertainties 

Poirritial FundJog Concerna and Poiemial Impact to Independence 

The Dodd-Ftank Act followed a long-estabUshed precedent in providing the CFPB with funding ousids of 
the CongtessionaJ appcophaeons process. Congress has consistartly providsd for independent fundng for 
bank supeivisoa to allow for Icng-ceim pianriig and the execution of complex irutiaaves and to ensure that 
banks ate estamined regularly and choiou^y for both safety and soundness and compliance with die law. 

1'he CFPB has been casked with supervising more enbttet than aU other federal bank supervisors combined, 
indudirg supervising the largest, most comyJex banks. F.ffectiv* supervision diat levels the playing field 
between bank and non-bank institutiens will requite dedicated and predictable resources, and independent 
examiners. Moreover, consumer eompiiarxce examinatkic^s for deposiBoty institutions with less than $10 
biUicn in assets will continue la be conducted by prudentul regulators and thus funded iiidependendy. Thus, 
consumetcompkanceexaimnatiorw of commutucy banks and Urge bank and .non bank insatutions will all be 
funded independeniij. 

Althoi^ Congress provided die CFPB with a source of funding outside die apptopnation* process, the 
CFPB IS nundheless the only bai& supeivisoc with a statutoiy cap on its primary source of funding. If die 
Director were to determine that the non-^^iapnaied funds to which it is entided undet the Act ate 
insuffioent CO carry out its reqionsibilities, the Act provides die potential foe CFPB to also obtain 
ap^MOpnated funds, up toa capped amount, in fisc^ years 201 1-2014. in accordance widi the Act and 
appnopaaeons law recuiro&ents, iurdiet action would be required on the part of the D.rector and Congress 
in or^ for CFPB to obtain suds ap^iopiisted funds. 
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FY2011 Program 
Costs 
(S in raiifions) 


■ Consumer 
Education & 
Engagement 


■ Research, 
Markets & 
Regulation 


■Supervision, 
Enforcement. 
Fair Lending & 
Equal 

Oppportunity 
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Financial Statements 


Message (rorri the Chief Fine 


Duiing fiscal ywiT 2011, the Office of the Chief Finara^ Officei pkyed a ma)Ot tote in the growth and 
devek^iment of die Consuajtt FinandJ Pioactkai Bureau (CFP8). The CFPB was established by the 
Dodd-Fr*^ Alt xriien it was et a cted on July 21, 2010. Much of the wotk to establish CFPB as a new bureati 
occurred duarg fiscal yeai^l. Dunng this bice, the agency grew frctn 58 employees in die fust quarter to 
663 empJoyees at fiscal yeai-«nd Theiapid growth in etnployses and the assoaatecl offices requireda 
significant level cJefTmt to cstaWiat the necessary r.:qjpottsEnictuie of tlie agency. Some of the CF?5 
acbvjtes theOffice of the Chief Rnanciai Officer supported in fiscal ^ar 2011 trvclude; 

• Enteredinto inter-agency AgreemeiBs with other federal agencies to obtain sei%ices in the areas 
ofintanciai nmtagement. human resource, procurement, travel, and payroll; 

• Designed and diwdoped CFPB’s budget and internal control funcQons; 

• DevdopedCFPB’st^jeiabng plans; 

• Prepared five fiind »^ie« trantfe» from the Federal Reserve System toteling $161.8 million; and, 

• Coordnated benefits payments for ttansfeiees. 

As a new stand-up buieau, we tecugnze diat inucli work remauis to be done in fiscal year 2012 We will 
cembnue to work tovmtds stiengchwungthe Office of dw Chief Financial Officer and continue to ensure w« 
have sound fitoal (loboes and a stror^ intenul conuol enviionment in (iace. 

I am fieased to present die CFPB’s first set of financial statements as an integral part of the fiscal year 201 1 
Financial Report. For fiscal year 2011, theGovetrur.ent Accountability Office tende.red an unqualified audit 
opinion on CFP^s finanaal statements and noted no material weaknesses or significant dcficiencios in 
CFPB's internal conttds and ated no instances of ncn«snpliance widj laws and cegulations. 


tj. ru} 

Stej^ien Agosura 

Quftf Financial Officer 

CMisumer Financial Protection Bureau 



Fteddy Vele? 

Acting Deputy Chief Financial Officer 
Cwisumei Financial Protecaon Bureau 
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Financial Statements 


CONSUMER FINANaALPROTKCnON BUREAU 
BALANCE SHEET 
As ofScpteflibef 30, 2011 
(in Dollars) 




l nrragosemmencal 


Pund Bahnce iriih Tteasuty (Note 2) 

t 18,673.338 

Ineeeiments IMote 3) 

BiJ'isaos. 

Total latiagn'eran ental 

9g,972.t 14 

Cash, and Odiet Monetary Assets 4) 

3,32,021 

At'counts ReceivaUe 

7,068 

Property. EqtfiptTtenl, and SoAtesre, Net (Note 5) 

1.770.21't 

Advances vtd Pieowmmts (Note $) 

i4,689.iCr7 



Liafaaidea; 


!tata|ovecnrr>enta] 


Aeeountt PayaNe 

% 3,288036 

Odiei (Note 7) 

1.55!J77 

Total iamfovonncaiiil 

d.dOO.Sl.) 

Accounu Payable 

5,728,159 

Othrt (NoteTi 

9,129.788 

Total LialiUsti*i 

t 19^97.860 

NeiPoddoii: 


Cumuialive Results of Opetanons • Eanria.-ired funds 

1 96.472.8M 

Total N'«! Potiiion 

1 96,472.664 

TiStd'ias^tBaaAhd'KeePeeiwm-' : C ' - 



The acrompanya^ notes aie an integral part of shese finanda! stitemersts, 
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CONSUMER FINANCIAL PROltCnON BUREAU 


STATEMENT OF CHANGES IN NET POSITION 

Pet A* nacalYot EededSeptembei 30. 2«tl 

0a DoUen) 

Caatalaave Recetra efOpcratteasi 

Sctnnnine Balances (Mote it! S 

lB.2Si5.ii55 

Bedgeetry Hneaciag Senteea: 

NutKschsnge Revenue 

<Xh« 

161^47,142 

S,7Cl9 

Other Pinaacing Sontcei (Nen-Eachaageh 

1.69S.75? 

Total P.nanc<r« Soutces 

Net Ce« ®f OeeraiMint 

163,544.603 

Nci Chanoe 

7ti.216.009 


, • mi3jm 



• -JMTAW 


The acc^aan]W)gTK>tes ate an integtal part nf these finuncial sucenietits. 
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CONSUMER FINANCIAL raOTECTION BUREAU 
STATEMENT OF BUDGETARY RESOURCES 
Fat ibe Fisctd Yeiu Elided SepKnbri 30, 20tl 
(InOoUan) 


Bsdgciaiy Rnoaices: 

Unobiigafed Balance Btougitt F«watd, Octob« 1 (Nw 11) 
FundiAvailable fotOUigsew 




aggaiig 


Scania of Bui^ecaiy Raaonioea: 
Obiigaiiona Incurred (Mott 32) 

Unobl^aKd Balanee 
^ecTOcPnCT 




I 123,125,750 
47,715.502 


Change in Obligaied Balaacer 
ObKgaied Balance. Ha 
Unpaid OBigtne-na. Brought Forward. October 1 {N ote 11] 


Obhgaiior 
Groas Duclxya 
ObRgaied Balance, Het. End of Period 


lgsta?ggB 


123,325,760 

®0.545,71S) 


UnpndObriwriona 


NetOadayai 






The accompanjwig noees »« an mental part of tliese financial statements. 
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NOtB 1. SUMMARY OFSlGNIFICAKr ACCOUNTING POUCtBS 

A. Kep»fting Bal^- 

■n«- 8ur««i of •yMtsufiwt Fmancid ftot«cttoo,feno*niis the<jsisuii«-i h'uwiictiO I’wrectiini Iiiir«iti ;CKPH;. 
was \aidCT the Dodd-ftaii WaO Stie« Rcfimn aitJ Consiiowr I'toUxnion At:t 1 1 20.1 

'JXxkt Frank Aet'fW J>dy2t. 2010. CFPB was e^t^tithed as an iiwJt'pcmleTH btirtnu willsin the heiitnil 
R«KerveSysleni.'n«cDufisiuis an Etiecuttwr agency » ilffiju-d m sniiein lOSol’Tirie 1. 1 'mini Stato Ccidt'. 

'l'hef>>ekt Frank -Act «i*r>n»e*tf)eCI’PB to wwrdsf its aiutKtnhes fo kiciib' rtut. vith tt-sficcl t« Cdnsnmt-r 
liiiKDad produett md terfk^i 

a. OinviBSKTS arepBrvid«J'*itfs timdy ai!cliBxfe,T5t«nUhleinfomwt«on h:> nwkt- lesp'snsiliie timsions 

fuMno'^ ttan.sdc&ravt; 

b. l2t>t>siH«sw att protoaesi from nnfwr. deotptiw. or ahintve act'- and practiee' arid Isririt 
iSscrnt»twt»»«: 

c. Ojhfcred, iwnwssary. otiimkdy txmkxisdme.KYjJaH'xis -jcr fvyi.iUrty'd«ifi(l«i and ad>{i'o*sfd iti 
otdef to wince utwnn'antrtl ttyiilatory hiinlcnj'. 

d. FetletJ ronswner titanoal law is ttitofced eott$i«tonfJy in older to f>i\iiiv>te !ait (.'oiiijJCtttiort: arK.I 

e. Maikets for c;>r«nmw fitnnctid ptorloctv and scteim operate (i'«ivj>art‘fitly iitcl emciMilly to 
facilitate and innovation- 

lloder the Dodd- FtvaA Asn, on the drMgjwfed transfer .kite. July 21. SM 1. wsTain •iithotiiies <um.I futiorioiis 
of semitJ apenoes celabny to Fwletid con»unK'f tiiuncio! law were tiuitsferresl to tlie Cf'l’B in ortVr to 
w-e<)n4>ii<b live idsove objectives. These aottioiities were tcansfciwd front the Board of Govitmots of tlxe 
Federal Reserve System tBoard of Governors). (aamptroHcr of the <^irr«t»cy ;'t'XTC). Office riflltrift 
Supfivisjori fOTS^ Federal Di^iosii liisii«tice Onporatioii (FDIQ, I'ltdergl TradtJ ion (Fl'C), . 

Natiorial Cresbt lirmin .‘Wnatiistraticm (NQIA), and the IJeparlmciif of Moiisinpand UrlMti Dwclopncnt 
{HUp). In itddition to iliete {ransfem.\l aidwiniio-. tlie DcMid Fiwds AO pttsvkied die Ci’PB with cedsin 
iMwIy ests^lisbcd feslexal consiatHu timuiaal teynlatoiy autltonties. 

To acconr4>ii*li Its inbsicm. ihcCTT’B is oi^^iized utin siK priVreitydivrstom/officcsi 

). Cktnnimer biducaBoiLHUslKin-m-emfnt 

Ptofidn, tbrut^i a variety of iiiitialiver and methods, eiibrmttiixn to constiiiuns that will alLiw iltern to make 
ikicistotH that ate best for tlx-m C<Mirunw.-( rtiiK-aiioii is a m«rrf mirairai to tlw Biitisii, 'llic Hiite«n is 
dcvdopsnp taijteterl oulrtach lo p'.a^is thal facw patticiiar dialteiigiiii, *s reqiiirsxl l>y ihi: IXhU FnwJt .’\ct, 

2. Ri^tervisinn. Kr.forcvnent. Fair Lettefap «kI Kmial Onpoftumiv 
Enrures compliiwicc witfi fesleral ciHinavier financwii li«is by siipeivising market participarift and Iwmiprtg 
ertforccmMil actions when i^spropnate. 

Responsililc for uoderjtandn^coinunici lirwtcialininkvMsanslcnrivtitnct liehavior, ftirevaiiwtiiip wiielhet' 
tix-rvis a need forfe(.»,o}fttj<«i,iMid tor deteniwur^^ die cosu and berietlis of {Kitential oi fsisdriji: tejtttklioris. 
Bclbic the IKb«« acts, it will seek tobc fuSy inicniiied. ■I'he oibccs witiuii ilus division are stal’lvd wjtii 
ptofesssosuili for fbeit sltoc^ anaHlie f kills andsiibjecl matter txjiftlisc, 

-1. Qliki-„vit~.f A,’.«i;d 

Ki-jjvonsiWe foi tltc Burewu's cort^Aance wirti all applicablelaws and piovkUrs advKC to the ISiecl,;ir ans! ibc 
Bureau'} divisions. 
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EiisiBts tlal die &ifcw] >iBinain$ jch«sst iSaJcfyewilh vsihjus !.|akdKrfifcT' ihst have mi iiiteivsl in it? «oik 
in ortin in pnumte indentandu^ lnBis{.^R3i<^'. and iicc<na>l;idHUty, 

Bmlih and nniams die (^FPB't e^ientionid infraslmmire u* tlie cniite niyMiiiaUnti. 

llieCI'PB wvidcfnrcci? tpieiel acroas dietounlty witfiils lieadquarters in 'S’atlimiiti.ai. D.C. and rtj’ii,inal 
^airilife <^ice» m C3na£«i, New Ynik City, amt San Fiancnco. Tiie bead^iMricrs is lenipmai tiy spi'<‘>Kf aetnvs 
ftiveral i<jci«i!Wrt witliin Washkipion. DC- mifemy vpaec reiired mierapviiey ayreeiuenis itiih ih<' 

l!>e{>9tlj«»^nl of d»e TreosiKy (Tmawy). CFPB wii! eemmaily eoounlidare ilii headqiiaoi-ri intu one hiiiUiny in 
Waihinyton. DC. Tlie woikftifce in CPPB’v reywinal nttices is jir«toiiiin>uil!y mobi)i- and tfu-tt'l'oie 
oiBo»- wkI confwncc toom ^ace I? used ui ihc cepons, 

.-kiiffcinnial ndiiniuidon on diei>^SBa»^Mwlsm»ture and wpi>risihditH'!iot is availahle on (JFPB’i 
webtiui at ht^pl.^■^ln^•w■»xw>s^ll^T^e1•l^nJ^L^eL»o\o. 

nrKterihe{>aW- Frank .‘tct. tlieSecrelatyof rt»eTK*si«y i» esuMisIwigtbe Cl'PBaia.i 

u(«c)Strf,<ic-na>ikof its autliodties laiiil a o! the CFPB u in place. On July Ilk 21^1 1 President 

t.tliairu sent lo the Senate a noninabon fota l^invtoroTtiPPB. DieCPPB i< «tilf wiihian a Oitwinriuvl 
ciwitirines hiopciateiimtf-r Hic »ilh<mly of Ihe Seeietary (rf du-l'reasiiry. 'Hie Biifnm's day lo iisy 

sue inani^t tlw %«asd \dv«soi to ilic Sewettry of i><e-Tf(r»»i«y for die ('.ionsuiiiw Firiiuicial 
IVonvtKin Bureau. 

B. Biun of pKscniation 

(;FPB'» principal stafcira.-nt? wert- prriMf<i! from it* ofridal tiiianoal recHids and geiiei'aS Iciljmt in eonfoiriiity 
vodi aceountiry^ptniciides pemiiiHv art-epieii ni die l.iiiihsd State* luid Ivdliwv tlie jieoenil pieai-iitalii.wi 
jt^nidaiiW' estiddislwrl by OMB Citwiiat A 136, hxtuuiiii Ripariii^ R^^wrmwrW.t a* tevisisi The ftiianwiii 
tlateiTMiii* are s rKporcnient of the Dodd Prank .Act. Ilw tinanctni siatwiCTrtt are in addition to dw financial 
iTporti pfPiJaredbytyPB, (loniKirii toOMB dn-n-tivM, wfiUti anitiMvi to nuitulor.and rontiul inK^eiary 
a-soiirws. il» fuuiaiial staininits liave tieni ptqiarcd U> ie|.KJrt die finaiKiliil posiluin, iwl cost of 
opeiaticaw, chanpi-s in net jvroiboii. and die vi«i«s and avaiiidiilily o( l»idj*efaiy resoiii-cies nl'CPPB, The 
ftnuni'itd itaicintiiis an<la?5»i.'wt«l iw.iti'i are firesetiWHi on a rinfde year Ktsis. Tliis i> tVir.’ (Irsl full ynw.'of 
<*j*-tatnai for the fiPPB and therelWs. ivenparatiw staiatKiiw* arc noi pniwriuyl 

llie nel ovt of ojiermnins ij ptwentnl hy die llnve pninary oh(ect»vvs of die PiireKii - educate, enforce, and 
rliidy Milt i* viinnslwil with f^PPB'* <iij5Mu*alt<»iid *t<vi«iiti;. 

fk Bauia of Accoiintinjr 

Tninsaertiont an- ivoirded on Imciian ncatud acoouiiiinp. basin afxiabuilpeiari’ bans. VImkr die aci'riial basis 
of acconntirig, feyHuie* are ntt«ignhred when earned, aixl expense* are recogjiirwl wltm a ItaWiiy is itictaTral, 
widiout irpard to receipt or jMyniuM id'cadi. Budgttwy aoxinntitip, facilitate ciniipiiaiice wilti iegiii 
fetparumeiils *id«int«d» ore* the use of f<-chad fimds. CFPB ctmfiam* to iKicoiintinji pnncifdes fuxieratly' 
scccpicdin the UtaluJ Stater for federal entinet a* ptcicrtix.'d )iy the siandaids tel forllt by tile PedenO 
Accounlii^ Standaid* .Adirijoty Board (FASAB). PASAB is rccognnied by the Amencan inriitulc of 
Certified l^bc Accomtani* at die body dei^mated to erwWiib gcnif oily accepted accrainlinp pniiciples for 
fidml giiveiraiiott aililicr.Cert^ aurt*. ludiilitier, mfoed fewnner, and ciKit isave hren ctassified as 
uittagoeetnmenwl thriii^lKiut die tuunod rtatwncni* and reite. lotnuMVrmiiimtal sssetr and Itafiititics ai'e 
those tha- from or lo other teiierd aiPDcs. Itni:^vfnttr«tn^ earned leveiBKM ,itr colhvtKiiu or aiteiiHl,' due 
foMti olUf fcticral entities. Intr^veouilettid cott* a«' payniciits w aivriuats due to oliict fedeiwl entities. 
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CFPB nj^t* iuid of *««? re^iittd in fnwnnal tiaittnMits. <'FPf5 ticx-s not 

iUiy tKiiv mlity Mscis. 

1). Fiioding Sounxf 

FiBiAiq- liwiwi fotoami^oul the tw'sjkmofCFPB ij ohtaun.-d (irimunK’ t}iri'ti}.;Ji (VitiKlVts Ihv Bosvd 
->f <)OvenK>t». intcf«» mid^ on in®«Bn«its. and pcti^OfA «kJ raibct<-c(. Tlir i-ianfc Ai-t 
rtr^uirt? rtK?Oi%tt>>tainciiiii«i Kcmvit willi dw Fcdcra! Rcsmvc • '•Buixini ot't^Jii'umcT f'iiwi«:iitl 
ProHtAKHi Pund” (Bureau Pi*k 5'- 'n«-:Ore«ofof (IFPH. ut d*-»>gntv, wjui-sts Itariiifw frcitn tiw Baar<i of 
Owwnoi'sm amoonftoecresiicy tocaoyoui d\c a<cilKirii«-c and <^TtrraiK.tn of (he Burmii. 11n- Bcwrd <>f 
tiovrenofs tnusslVrs ihe ftmdj «n» »hn &«biii FukI. uIikIi is n^iiiaincd a! rtie F«i?nU Ross'rw Bank nf 
N'fw YoA ! PHBNY). fiiBrsiu Binds dptrimiiird ik>» iiwlnd to n>e« iIk' tvf tent iH-txls <i( ihc Biirtsiii .ire- 
inwsicd in Trotsiisy on d>e open nt^ta-t. Ranimgi ft<mi the mresitivsiw are niso iieposititj infis 

diiJ fimd. C'rtang fwward, CJT’B anlk^>f»e« retpiesikig ftt^j (ai a qiiarreriy liajis. 'lire fiituls tnsuiitain«i l^y 
die FRHNY are n^Kted iti dw Bnemal <atcn>oi»* lUtd telaietl luui’s aj«l rsTiK'setn biuiyi'i aniiiotity for 
i;FFh. 

Tire Ci'PD fianfoig twjtiejts fiardwBuremi Fui)<l»re«i5p«l*si'i>Ik>wj: 

The anioiait dial dndl be ttansiVrred t<> rtie Bureau in each fiscui year siiail not nioe«d » fixed penx-ntsif'e 
olThe tot^ expenses of <)e Ferfend Rr«‘«ve Sysimw njifect to an aiiiiiwl iiinimiiri adiwtitu’m. 

as KiKitWsJ in ihe Ainwial Report, 3)0P,of tlie Board ofOosvnior*. e«)iwl tui 

1. to percent of such expense* in fiscal year 2f) 1 1, 

2. 11 percent of suclietpeiises in fiscal >•«•« Xlli 

Ilpcrmit of sudi exixuso* in fiscal year 3113. arul iniw^i year ihetoai'ter. 

'Iltc flcxM FrajA Act expliaily ptovide* eiui Btirean funds olitauud by -is uantl'errwi to f'FPB rtro r>of 
OrWCTnmwii fiatd'i n« ariivopnated fumis. 

If Ihe l>teeior’*ere lo riritmTune that die non apprtipnawxl funds In vshichil «« CTitidwi under die Act. are 
iiindrinent lo carry out in reiiKaisihilitirs. tla- .Act fwovides the polettticd few <^FPB «> also obtain 
ajvpropnaiedlundssuploa capptslanuHuii, in fsscal years 311 1 3H-1. In Hccotdacice'wilh tlw Act and 
appmpnaiKMis lirw teipaienicins, fiitiiier aetitmwmdd lx* required on llw^ part, of ilieDii'innoi'juici Oaijiyess 
m ordw for Cn*B to tJ'lain sutfi a(>proiinated IWkIs. 

The (iiPPBalMierdleeislllinp fees («.nnkxeff>(>ers as part nf ihepnvwss rt^ptrciinji; ItiTKfstate [.jtnd 
Settlettanlj (IIS). 'fhe Inletiiatr i^ual SsSiIoiiwilt pic^tnuii ptowsAs e<atst»ivert fnwti fraud and abl.isr in the 
sale or lease of l«^. In IWiSflsngxes.' enactwl (he Inierdate [.arid Sales Ihill l>«;Uwure Ata, wltiidi t» 
patieniesl aftei die Sojiirinr. law of 1935 anti lequno Utal dcvdojwrs to (ep, islet sii>di»itiwi* of FXt nr 
iTKMe non sTinn>t kits and to prsiviile e»di piiiciwiet with a Asdosure doci.HiKiit caHetl a Pn^.iiTiy RtijKitt, 
'lire PtopeWV Resort contains relevant atfontanion idnsiif the nihAeisioti and n.Hjst lie tldivercd to «!«ih 
purefunetbeJorc die lysine the amiiacJ « ajiteemeiti. tOn July 21, 201 1. this pnigtwn was Iraiisforcd to 
the <^(-PB frctiji HUD piimwot llic Dodd FrarJt .Art. Wiilc CFFB crwitiuties iti sitidy die legal clTcct.i nl' the 
Icyjslalioti witli t<-«pecl lo the transfer of tlu'se furKninns imdcc ihe l and Sak-* .Act, tual lire collection of foes, 
die frsis arentfienilybenigrleposilalinloan acs.Miuit iraiii ilaiiterl hy Trrasuiy. 'ilie iVtr* ool!ccl«l may he 
reWitved and are avadaMe onnl expended frit the jiurposr of <xw;onf all cir(vtrt of the iWMs that ijic Btiremi 
irmtrr for 1 i3> pmprain r^setalions. 

PutiuBit to dte Dodd.F^t Act. due CFPB is also .i>irtKiii?«l Hi aillict civil peivtiiiet is-aiii'i any person in 
anypidtcialof adnanistTstivracijrwi under FrtlrridcntounK-t liiiiMicialhws. lire -\cialso to^iirc' tiic td'PH 
lr» iTuintasn a separate fund, knoswi as dte Connmtet l•■ltllMt^■«ai Cinl (’malty Kiiiici (Ciivil Penally Fimii;, 
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which will be- by* tiif 

FRBS'Y. The Vjvfl Penrfiy Pwid 15 iiidjcptac««of tinhun iwlica aiiycivii 

penahi« f« fiserf year 3>l 1. 

(-FPB i«!m» m-ogn«e; iinf«ted finanen^ «ouim. An iinpufed fiftancii-y ^ontec if ccc<.ynircd i>y ih.c csvciviuy 
wjtily fr^ cons tf«t are ped by fitfscr errt^s. CHM! teC-;ipii«Ai inn>iiff<l c<>si> anil Ursiuiaiij' fcnifccs in tiscai 
year ^>1 1 as {wMCsibed by accoisiftng siandanls. CFPB recognizes as an Hni'iiini fuiiiiictii' sotmv tiic 
aamnai! of pnistoiies^Hes barOCC aid <he fXflc* t>l' Personnel Maii^wcnl ;t'PM, «itl pinl 
hcnrfn expenses forOPM tot cwrenl cnqiloyces sccnwij <>n<^PPIPs tx.luJf. 

K- 1 'se of Ksrimates 

n«- Bureau has nmdeecjiain ci«jm«es *od assiBr^iiioiK tdatuig to die wfKifiitijT of aiseb. Sishilitics, 
revoiues.eiqiensej, aid the di*ck>siire of ronongoit liabilities ti< (wefWfc these finaiv-iij staieineiiis. .Venial 
residis cindd differ ftomiheseesimites.&jnrBfieait iranssctiims nilijei-I lo wUinan-s iiicJiitle costs n^iaidtfiy. 
benefil plan for t'.l'PB en^ilow* that «* stdiiwiisiered liy the l )PM, CHiiX PlMVi. luid the I'edi-ral lleserve 
Sptoii sukI cost Jltxalwrt' MWaif tile prt^reim on tin- Slateimni oi' Net t/ist. 

F. f‘.ianaart(ul t-'niulx 

FASAB’s Statenamt ol' Federid PinanciaJ AtmamiingSlatviiiid'i 'SPf'AS; No, 27 Rijwwiig 

finraiari{»rf/-jwjfrcstai>ii«l««'<Ic<-rt*hdisd<mirert'V(iiireii)i.-Tits fV>i fiBids defiiirel «» "eiUTiwiKctl.” Sl'PAS No, 27 
stales tlvtt •'carmtrked funds are tiruHtced by speeiliadly identified revixuies, often Jtipplenwntfd by other 
fmancu^ sontws. which rcnwiii avulalile ovet lirne- These spccdicaUj' iAxitificd rcvcttucs aid olha' finandng 
sounxit are reqtared by tivitnte to be tisrd for desij^aitiis! acSivitM-s benelits or ;Ht((K>res av.l niosl be 
aretwmled iVm separately ftoni the flovetnnieiil's gnici-^ reventies." The. sUijdafii aJw preseiM* ihiwi r«piiw\l 
entena for an earmarked ftuid. Based on the standani’s entena. CPPB is at carmarkid fiuKi (Jtie to its 
pninaty iutduig sources Ix-mg iiaL'lets fnsm tlu- Board ot'Oovcmocs, interest on itn'cstinenn, and lees horn 
thr.> IIS ptogiwn. 

<7. 1'Tind BabaccmihTitasan- 

ThcL'.S. Treasury holds funti* mthc Treasury Oeftenilv\oct>uiii for t'iT’B whicJiaroav'ailableto pay 
agaicy liabilities and finance authorized {Rir<^8KCobligalian!< Treasury proucssa ouih recetpU and 
distHirsiancnts on CFPB ’t bchatf. such as fees collected from the n. S program. As dltcumed inbioie l.D. 
above. CbPB also maintains an account with tlic I-'KlTN'f knou n as tlw Bureau I'UIkI. Dtuing the year, 
increases to the Bureau Fund are generally comprised of fund transfers tfom the Board tirOovcimon and 
invvsiniait interest, nhwe funds are available fw trattsfer to ClWIi Fund balance wiat Treaiory. CTPB’s 
Fund Babitco with Treasury is maintained in a special fund. .A special fund is established where the law 
requires colicctbns to be eonnarked ^mi a specified source to tlnance a pritculai program, and tlK Uw 
fieitltcr authorizes (he fund to eomiuct a cycle of l>usinc»i*type operations (making it a ivvolviiigrundinor 
desigiialcs it as a Irvnt fund 

IT, InvonmvnM 

(;PPB has die siBhoitly to invest the futidc m die Btireau Fond account lluu are not required to meet the 
ciirreiit iieedrof du- Btireaii. CFPB itwerta solily io Hi. Tcriastuy ssivutn's putdiasret ,il a (liteouril on llw 
Dppo market, udneh are mimudly hrM to mantniy and otmetl at «i«t c;FPB sctccis ii!vr«tm«ivs with 
maturities suitidde (a it? needs, curcmlly three inontit Tmtjuty fiiHs. InvcstirKnits ait adiusted for discvMinfs. 
liia<rt>ntancewi^gBietaUyacMp»<l»wi8)ting)>oi<cndet. tJieCFPH tesxuvh live value of ire mve-iijiwtiti in 
U.S. Treanny lectuiiiw si con and amotntes the (hscotatt on a siraigiti line haris over ilw temi of the 
rrspertive mues. Interest is (^edited f<> the Bsircaii F«bvI, 
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I . AccounU RecehaUe 

AixxHTrts tfrei'cabksQOasisofiBnountKJweiltoCFPB hy ili? piitdic. Aii 41«'».-ittKur foe 
accounts rec«vid4eftoro Ae;ptrf3licU«stii»bdKd’irtKfl citljet fl; ntgtii^^fncnt lieltniBiifs (Si^l collci-tioii n 
tmiikdy tooccw’afiwa osfiw <rfoulsBtKlii^acc<Minls anti ilif laiUtir <>i'aU ccflcciKHi clVotts-. or ;2. ju\ 
acc'.Hint fw wluAno sikiwaDce tt)« b«cn est^shed i» s)iiwiiru*i KvTreasiic lot n)il«rti»n. vvliich take* 

I Jhcc Vritm il becomes I80(lws ddasquetil, 

J, Pre^setty, l'a|ui]iincni, and Software, Net 

Pniperty. Fquipnx^ and Software W Mcordetl at histonciil cost. It «>ris>sls ot' tatipble asset* wtd saftwate. 
lUajei CFPB‘spit^>etty msm^wiMjxdicyetjotptivaJl acquisitiCMis oi'IS'f liumtaniiorinon' ace capilalizoi 
and sdepm-uiKd using' die strict itne. inellwl over the eshnuini iMeiti! life of ilie asset. Snivlndy, irili-mal 
Msesot'twsrr. software jHnd««d or devHt.ijwd to farJtUte the opwationnCim miiiys posgrams. u 
et^iiwjiacd for software of $ 7 S 0 thousand or tnorc and dejstenated tismpiJw strstjttit-line meihod ovct the 
esiiniated useful tiic of the e$et. Addiikmi^y. foe Uitk jxiidiaies of smvlai' iieiits. wiiK.ft indiVKhiaUy d'l net) 
meet the lest to r^tilsdne. the aci^Btion i« caftiulixcdaiid depn-ewted il'llu’ ileprciaaled bans of tlietsulk 
purdtiueis$ 250 tiiouswiiiorinoi«. AppheaUe scaiiditcdgoveaiiTit.tiid (^uidduies ctycuiate ilte<iis|>cisdlai)ij 
oaiveriibiliiy of agency (iroperty and criuipnwnt. 'Ilie useful life e!a»sific»!ionj fov cajxtabied assets «r«‘ as 


PP<(EC««(«oiy 

LwefnlLnwn (yeuii) 

lj^>iisp,'(5cskh>{> Oaiijaileis 

3 

liitenial Lhe Software 

s 

Mamfiivtio ChirnfaKfr Svstcni 


Srrvcis 


TchconuiwuiicaluJits lhiui|Silaiil 


r-urniiim' 


1 >ii)cf IhniijaiK iil 1 

!o 


A ImsthoW irr^forrnani's useiidSfets espud to fU- rcnwintiiy; lease twin or (lie e.sfjntatei.i iisehii life of the 
miprovBiicirt.whclK-v'Mis shoilet. (.'I’Pli iias iu> lenipn^tetty holriir^t ov sti>wnHidiii> ot liccitac,eas*cl», 
Cither |>K>i>Rrty ilerTis. notoud ir|>airs and iiuudkniciKV an? s'hatr)K.sl to expense as itieurntd, 

K. Adv'anccn and Prepaid (lliar|{va 

Advances and prepayment* may occur as a restdl of reimbursaMR apmneuts, iiibschpiKtnt, payiiifflit* to 
comntcinn! and cnployees. ajvl poyiiieitts to enttfies mhianittetinK liwiefii pi:ogt»tns for itiin>i<>p«s, 
I’ayttiCTiB made in advance of tlic receipt o( good* and semce* are recorded at wivances or prepaid charge* 
at tlie lime rrf pir|>4>ineiii and recogiumi as cxjsenscs when tl»e ttfatcrl goods and services are rwnivni. 

I, LiidsiUnes 

14abilit«’s npresml rtte anaiufit of mtxtirs likely hi he paid hyCR’B as a lesuil of iransiK-iioiis sit <*v«its tiiiit 
have drcaily occuned. Liatdittes may be tnUagiivctiKisniiid Kfauns apiiitist ihr by uiitei rcdet-.tl 
i^we*; urwilhlla- |niUiC‘d#nH againsi O-TBlsy an entiiy .>t fserttai that ii not ii I't'sk tal agwir.y;.. 
However, tat liability can be i>atd if there i* no Ualiditict ha which fund? me luif avuilnNe. i.herefort?, 
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arc cki»s^‘i«d 0! noicrtVfttStCb^twdgefiKV temaa^. niwetsfic. certainty iImi tlie !w r-cmvci.I. 

AtiilKiiially. tljeCk>ven»ner«. sctn^iit its sovcreipj c^wcity. can jittopaic liahiitics. l.iiibsliiict iioi ci:>vcteii 
by bui^Saiy tewHircW! on the Balance Sheet are i-qiavak-tK to aiiwioKs R-()oiietl at can!|xtiieiii5 not tctjiuni:^ 
or yttwraWig nsoiBWS c»i Ac ReconcibaJion of Net Cost |o Btk^'cl. 

M. Annual, Sicli, anti Other Ixat'c 

AttmeJ leave atK) credit hooR cameJ bv' die Buteau'sen^oyter. bin nol yel uscil, ate rcpooed as K'tniid 
lahdiije*. Ihe aitwed balaiK* is at^mted annudlyK* currenrpay rates- llic jiccdirtl Itave, tot Nvl'idi fieidniy 
it not availabie, it rcconial gs an tmhaided iidsiliiy. Sidi and >Hher an^ expensrii as lakcn. 

N. KinpUtycc Bettefiu 

tlFPB cttijJoyees are enmlh'd in ranrats Iwnefit ptngfairK - rnedK-al. vinnn, deiitd, long-ierin liissbtliiy, and 
life insntance. En^iJojws dso have options tegatdiny, whiih Ixrielit ptogtartts to enioil. 

^ tmfJffm Oaa^imd fnimtaul It Iht l)»dil-l-nak Aif 

The lilodd FtaiA Act provided ettiployees ti«>rt'«rcd trom odtci agencies (Ikiard orOoventojs, FedeiaJ 
Keserre iiank*. CXX^ OTS. FDIC NOJA, and HUD} witii die alslity to cnnlimir partiapstti^ii m soiw^ iif 
il>e tmii'lVmnp amines’ mw-'nile 5 benefit ptopwiit< f«« a delined anvmnt of littte iotut yvst fitini tlte 
0FP8 transfer date of jiiyTU ^11). Title 5 of die U-S. C«k- ondioes bvni^t ^ncyiiwns for Itie tnajoiity <>( 
il«; K-deral workforce, n» which tlte (wojn'atiu aieapKaltyatliigitnlcreilhyOl’M. ’Hie twisfcmiig agencies 
c'-aiimue toadtr«iist«»l>rnonTid«SbMKrlit ptQgi*iw for tfasse trantfcmdenii.doyiws. U|>(m conclusion 
of ttieilt'luwdpenod of tune, ilM-enipkiyws rtny enroll in ikmi Tide S tseneill prngTiisvw sponsored by Cil'FH. 
For llio'i' wiijjoyecs panicipaunpm rfir iransfciTiiiy aynioes'pivigraiits. Ci'I’B ttrnilnutes llx<; ttarisliirnn^. 
i»] 5 «KW'» for the employers coiiitibiinon to tlie ptofrains. (-FTB may also ccimhiiric the iraiufcrnuf 
s^jcncict for .ulmmistranvt; coris piirsoaiu to mcmocamti of unilifTsiiutdiiiy, *idi tlw traiisltri'i'inir, agwicic*. 
‘rhesc eotW are reflected as expeioes in CiU’ll s tinandal stareitHrils. 

fhlt^kx Jtr nat [tttr.immi te ibr OitAl f'noik Alt 

Emfiiisyecs not tTviil'crred to the Burrau piusiwit K> the Ucidd Frank Act arc enrolled tit bettefit pn^pnimt 
adininistwdhyDPMantl alio have the option to enmil in ikih Title S Ixtwfil proKiWTW spcnisortd by CFPB 
in addinon to, or tit luai ot^ OPM propums. For those nnj4f)yw!i jiarhe^tiog in OEM's bwielh pmj^iiw, 
CFP8 teconJi the (rntplot-cr's coiiitibunoii (u tliuse pio|mns< OPM lesMids dtc balulicy and pays for litesc 
jirofianiionbrhalftrt'alloftlie Fedend apvnaci patncipatjiigtiilhupivnjiriutis. For those ejn[.>l«yvsi* 
inrruciyiauiip in CFPB's iKin Tide 5 lietuTii ptognuns, O'PB thieedy dMitiaen Nsith vemlofs to pnivide ihosc 
servicer. I'he Btueati reeopiuzes ilie eiT^loy'er’t eoninbutioiis for these benefits as die benefits are earned. 

All of rtirse ossis are irilrcltil as cxfietiies in CFPB'i tiiianoid ‘(atemems. 

O. Penakin Ooals itnd Odicr Reueement nenvfioi 

(T-‘PB empfoyecs are eowdled in Kvend reUrwient and yvitsirMi (icoprsnns and port. vnijilotivKitt bciiHi W in 
accoitiance u-iih ihe millviotici in ilic Dwld-Frtiik Art. 

^^byNtlroit^/rn^jntittliii'tifn^Krsfnt, OtX, £7rr. .FW/C 

Tlie IV.Iil l■r*lk Act allowftl cti^ilom-s trsatvletresl fnintf.KXi.OTS, FDIC., iwt Hr-D, inidet the f«ni« uf 
the Act. to conftiBiPpiiirticipiWigin ihepaisjiMiot letitcrnwit plan' ui which tiiey wctcairnlled at rluJt.t. 
iraiisfcnBtf ajWH'Vot to afJiomuvH¥clect,lVom jia>u*fy 21, 2<'I2 to laniiaiy 2l.t. 2**1?, to K'in the Fcdml 
KcM-rvc System Retjcemmt Hibi and the Fokrid Reserve System Thrift nan. Many tfunsi'eicc employees 
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fttjinihes« 5 r'CiitmMnt plat'll Hn^>ic) 5 t(«e' System 

(PERS). Civil Service ReStt«iKntSystan;GSRS\orCSRSOffscC); however, a lew fistiisfm’vs iVoro OTSate 
in a iwtn-Titte S pim PenK^a Defined Bcnelir I’Ism}. Transicrees lK«n the i'tideta! Resrtvc are iJlowct! 
to i«ni«i in the Federal Rcseave Sysian r^renicfit {wc^rram ot u> affinJMijvely elect into rtvtr appr.opnaie 
Titles retiiement plsi thm Mine timeffamc. For rt»>»e«ii{^oyet.s dectirip. i>> cniti!! in an aiictnative 

retimnent plan, the enrothuent viS betonte effistivc in Isuuury 20IS. 

CT‘PB<t>cs iwt n.'poEt on th ruMiKaal statonarts irdoaiBliun jxilaiiiiiY, *<> *he leitraneiil plan* coeehiif'ils. 
miployiM 9. Reponir^! anomta mdi its plan svtet?. atvaaradaU'd pljin bciieiitv. aid eclnied iinhuuhtl 
hi^ilitioi. if any. It the tespOftsit^Jyofflte Federal Reserve System, CKXi, or OPM at the itcimmifirator <>f 
their respective fUans. lt> ^ ote*. CFPB pnys arty emjfejet cmitohmions t«jiured hy the plans. Rel'er to the 
dvirt bdow foriirfonnatketon whsdi ^ency *dn»«is*crs eadi of the reotetin'ot plant lor CiPPB ttnpltiwe*. 

(XiS'^Cni. and FlXCa5soe>fT«wlnthw^»«s^ ofrf¥ «vinjy« jilans m cTtyloyecs. Any iraiisteiees who 
jMitiapaied in .tndt plans are allowed tocorflnnie their partioipantRi as Itnipas tht-y rnttaii! nitnlled ui iht-ir 
current tetta-meoi jilani. In mch cases, CFPB pays «ty nmtribtKiods. limjtioYces wlto eieit to 

enu^ in ihe Perietal Reserve rrttreineni plan will not hcaBowtd to eoiitiiux- tlicn lurNipation oi cither liie 
Title Snuifl Savings PUnotC.KIC OTS.and FDIC ageivy sanojrt ptaiiv. 

CPPBinay dso reviihtatetiietcinsrenin^^tieies i'oraiitniiustfaeive cott.s piirsiunt to iiiBiivtoindaor 
iimVrsiaixknj' wirti ttie. WiSistecnngi^tTKves. These a»ts are reflivier! as expenses inCPFH’s fimmi'int 
siat«n«its. 

AH tj Q^‘B 

Fanjtloyer' hired with piiisr Title .5 PeikTal Rctirenieitt Systeniotvee^ who sue not trsnxfeiwt tirwinr the 
l3odd Frank .'\ct are cnroUetl in die ajtpropnau- retirement progia/ns adiiBnistefcd by DPM - CSKS. CS1U5 
(.Ifftet, or FERS. TItese cTn|>loyees also have die cation, within one year of appointnvnl, to witoll in die 
Federal Reserve System tttiRtneni plant. wW bcjjii providing employrcs die i5pi>omii>lty tt> enroll in 
live l^edee^ Rttierve retirnoent system ;>!»(» lo^onisitg in November 201 1. For those cinpiciyuis electin;^ to 
enrod in ihe Federal Reserve Sysiisri ceiTmnmi plans the mrollrncnt will htmiimi efleefive at the Itejjnning 
of ihe pay peiiwl (bilowiog receipt of their wntten rteotirm decision. Eir^iltiyiws that were hired from the 
private sector, witli no pn-vious coven^tc under « 'iiilc 5 retirrsiieiit plan, am iiuUimalintlly enrolled in the 
Fcdiaal Reserve System’s teiin'nu.aii plan'. t'll=TB isaj’sthecntployef'i contfilnitiiai into those flans. 
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pfnaon/iOfinmeHl Piaii^iTPB 




Federal Resen-e System Rewertieot Wat 

Federal Revwvc System 


Pedetal Rcscivv St-vtcin 

PciiNJon Eidtattcnimn Plai (m l.Xfireis <it' rt»c Boxed 
of Cjoectnors <4 the Fedend Reserve Svsttm* 

Federal Ress-rve System 

Ketirerneni Plan f{>t Hinplovtvs o* the Federal 

Reserve Svsiem ffcsKfils Hqutf ration Kan’ 

Fedend Keseive Systnii 


I'ederal RcM-rve Sysit iii 

Ttinft Plan for Rir^iloyees ol' die Fnlttal Rcseiw 
Svstnn Benefits RttiKdization iHm' 

Fedend Iteverv-e SysU-iii 

Gvil Servtct Rcoronml System ;CSRS. 

OPM 


OPM 

Federal Einpkrvees’Relirwtiml Sytieti 'TORS' 

OPM 

Tlinfi Savinm W«t 

Federal RenieiJimt niiili Iiive»Ui«nl Board 

mir.Savinio Pkai 

FDfC 





RIHaL-ftgWgntgWWWBWISWWII^W^M 



CXX a.litMiUttiaUoit 1* tllfOlfllit I’erm-Ktii; 


■ Tlw Knreinrnt}>r'’Hwn“te<» koiImw aity CITTl [WlTr^»Mlt» twfrra! i?f« CWU. 


TIm' B<w«i in>t lw«' * vq^aralr ppiKitw m rrttraiwit [ilsfi itiiiincl frewn lln' pWis dejciil'ctl nKwtr, 
CFPB «pf<>«rs irs axurinilimis K> l1>c rrtircnirtit jdaiis of or>vcwi wiykjyrw die expvnw! wc in<:«rr«!H. 
CF'PB r«t>ort«*d iitipiiU'd weh rnpret lo plain aiid CXX 

health benefits wv! UtV innmBice tJPM *iiwii<terrd) }Xi(i»iiu<l to j(jji<liuice twwved I'roin t.'P.M and OCC 
’nurseerwts are piwJ hy C5PM wid CXX. and not hyC^FPU. Osck.nuteit iiilctid«l to provide iitlVionatnjii 
n^titii^, llw fidl vt«t rirc'l-Tn'' pii)j;iaiii(ii conroitivily wrUi paienJIy phncijili'v. 

TIk rertiprti'/es the (TnjJoyiv'' i-omhhiiinio« for dm tetMenteiit plan* iwtminisiriwJ hy die 
Resrivc. Tilt! Hutcaii Ihirwi-if t« iwptiiisiliSi- foi mBisf«niig rtie anpJoyei's and cm{>liiyire'» c>.«ittilHiti<>tls Ici 
the l^deni Kemvc-Hic PRl}N\' ilit I'ldl c»>rt» and iwlMlity and payi for the retireitmit {dan* on 
hriwifofthir Federal RiwroeSyMeoi aivl 

P. Cutiimitincne and Contin^tviicivs 

A comoainmit i? a pitluiKnaiy action that will vJtunately rctult in an ohligjiilioii to the (..iS, gttveraiisetit if 
ramwl «Kh as pnnlMsc re^uisaioits ik unsigned cnntiracw. 

A conlirigMicy i» an existing condition. Mtiution. w set of circtansianeei! invidfiitg nnrerwiiity a» to i»')«siWe 
ptinorlo»» to an entity that will ultunaleh-lie resolved wIkti oncoi itiote funitt contimiiitgevontt uctmi' or 
fail tooectir- ■JltoltintteconfimwiKevemorewtitsiuemon-likity ilian not to (ytOH.'sKh dtpesiwpttmt of 
p«idii^ Of iliresiiencd lifigaBOft and tmasMirted daimt.. For penctnj? or Ihreatpiwvl imgaiion and i.masserlod 
clainw. the Fimtnr conrniimig event otewiitsatr likely «> ocair. In asTordatKifwilti Sratement of Federal 
FinaneiiJ Accotoiiinp Standi^s No. ^ ,/fitMmtitif/irljiiUSif'i tf/if Pe4rra/ (Tiewrwwat eiiiitirigcm fvititw. 
niilflows or oriief sacrifices of tcsoiaccsas a fts^i ol'pasi itaitsacttonj ot evetil? may hr ttvsigiitscd. may he 
lisdoseil, oi may not be fepi>rfBd at rik deposing <ai iheeiivimaianiiiu. Omtingeiidt s siKnild be rvci>}‘iii»ed 
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at i iiahibty’Klwn » past «tan»aaion erf fv«M hs» is-vumri. * lunjtc tniifl'W ot «at!itirfofrt‘S(niicfc is 
f>n>b*Wf. aittJ ihc crisaed lufcire wfiflow or sacrifice of tesHircss is mcasoiatiic. A txiiiiinjsriii lialnlity tfiniild 
lit^stioicdtraiiy of dteeooditKrfis foriubtiily reeeviahon art- iiotnirt and llicte- o n ccayotiable pi.'s«biljly 
that a lost or an adtfitwnal loss tnay have been sinKTcd Disclosure- «!iodd iiicKitk- llu; iiaUtie iif the 
c<jiint^-ncyirfulancslimatcof dwpossiUc IkibdHy. an csturaleof the ranpe of the possible liarnilty, or a 
staiesiMiit Out such an esiima^ caiuicl be nuric- 

NOl K Z FUND BAI^NCF; WITH I RKASURV 

Ft»«l BdafKv with TrcwiHyacKsiintbitocfti as of Sepictiihet .Vi. yill. were its fnlkw*: 



■KIJTHHi 

Fuik} Btduscc: 

%y>ciid Fund 

$ 18.6?J..VIS 


rn-stmmm 

Slatoa of Fund Balance svith Treasury: 

I'tvibl^^ed Babuirt- 
.Afthldrlr 
l.lnjtv«iltil>ic 

liblijsiitd IJabnKv Not Yet I5nhtir*c(l 

InwstiMCTtis istt f'ost) -rScc Note 3) 

( jish Udti in ihe Uiire'aii Fund af the Fedrtd Rwer«« 

5>cv Sole ti 

t -17,7 ty.ixia 

:;,1.13,02l:i 




UnoMij^fed Italanoe AviiiMsic fqiiescnti the aiTHstmt of IxKlpri: auElioiity tliat itjui he iiswl to ttiWtr into iww 
obii^ons. This anxnint. or a [»«iori thciwf. may hi* atltriitttsttanvdy tlecliuated for tprafii: ptjtpoies tlml 
have not yM l>w»o*<lii‘«tixl. 'nir Ol>lt??>tc\l Bnlaiice Ntrt Yet Dti'btiHts} ri'yiK.tmih aiiKrtMils dcsijtjtaled for 
IMyimit of jw>ixl< and serwrf oirk-ird l*ii rw>i Hwsved or (i?jotb aiKi scrviws rt'ctittxl hut for whtdi 
(wysimi has nc^ yet l>mi iiudc- 
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NOTE 3. INVESTMENTS 

As discussed fiuther in Note 4, die Boaidof Gcr?wi»K at the disctenon of the CFPB can invest the portion 
of llie Bureau Pwid that is nothin die jti^nenl of die Bureau, requited to meet the curtent needs of die 
Bureau. 'When directed by CFPB, theFRBNY will utilize the funds available to purchase investments on the 
opsnraaiket CFPBoily invests in !hreejii<xithU-S.T£easitty bills. Thematket vaiue is detetrnsned by the 
secondary U.S. Treasury nmrkrt andi^iesents theTOluean individual inuestot is unlling to pay foi these 
securities, as of S^Ttembec 30, 201 1 . 


InvestmenB as of Septendset SI^2G11 oMBistof the following 



.Vmortiz.xliuii 

Cost Mctlioil 

.Ljixiruatd 

(Premium) 

Dim'uuuI 

liivesDitenI-. 

Net 

Market Value I 
Diiu-Iosure I 

Intragovemmeniai 

Securitieai 

Mailtetable 

$80297.617 ^rfrt-Lme 

$ 1.189 

$ 80298,805 

$ 80297.603 

Total 

$80297.617 

$ U89 

HUBS 



NOTE 4. CASH AND OTHER MONETARY ASSETS 

CFPB has b«h cash and mvestments held outside of Tteasuty. Wlien Cransfen are made from the Board of 
Governors to CFPB, foe funds are deposited into an account held widan die FRBNV refeited toas the 
Bureau Fund The aarounc has a required minimum balance of $250,000 and any hinds in excess of tliis 
minimum are invested in Treasury secunties in increments of $100,000 by foe FRBNY utiJiang an automatic 
inveslroer* process. CFPB requests cash disbursement from the Bureau Fund to foe CFPB’s Fund Balance 
with Treasury based on projections of future expenditures. 

Funds obtained by, transfecred to, or ctediisd to the Bureau Fund are immediateJy available to CFPB and 
under the control of foe Director, and dull remain available until expended, to pay for the expenses of foe 
Bureau in eaitying out its duties and lescionsibiticies. Funds obtained by or liansfened to the Bureau Fund 
shall not be coruirued to be Government funds or appK^oated monies. These funds are not subject to 
appordonment for purposes of chapter 15 Title 31, United Slatw Code, or urctac any other authority. 

Account balance as of September 3(^2011; 



Cosb 

Cash Hdd in the Bureau Fund at foe Federal Reseive $ 332,021 




42 erre financial report - fiscal year 201 1 


GAO-12-186 CPPB's Fiscal Year 2011 Financial Statements 




180 


Financial Statement 


NOTE 5. PROPERTY, EQUIPMEiN'Tatul SOFTWARE, NET 


Schedule of Piopei^.EqiBftBent, and SoftwaBs ss ofSeptembei 30,2011; 



Equipment J 997.719 J 108,490 $ 889.229 

IntemalUseSoftrorc 978ffl2 97,867 880,983 

^ ' i 2Q6A77' s .roJiT 


NOTE 6. ADVANCES AND PREPAYMENl’S 

Ad'wicee and Ptepajment balance asof Septerobet 30,2011 tveie as follows: 

With die PuWie 

Advances and Ptepayments t 14,689,107 

Tt^l Public Advances and Piepaytnents j 14.iS89,107 

The prepaymeni primaiily represent a paymem ofS14.4 million Co Che Federal Reseiva System for the 
Federal Reserve System retirement plans lo cover the lime in service for employees UBiisfsiied to CFPB 
under Section 1064 of the Dodd-Frank Act who were previoisly covered by an 0PM orOTS retirement 
plan. Pursuara to Section 1064 ofihe Dodd-Frank Act. employees transferred to CFPB may enroll In the 
Federal Reserve System Retirement Plan and Federal Reserve System Thrift Plan. If the transferred 
employee chooses to enroll in these plans, CFPB has to iranstbr to the Federstl Reserve System 
Retirement Plan an amoutu determined by the Board of Governors in consultation with CFPB to 
reimburse the Federal Reserve System Retirement Plan for the costs of providing the translbrred 
employees’ beneftts under this plan. The S14.4 million paymeiii was based on a projection of CFPB 
employees likely to enroll in (he Federal Reserve System Reiiremeni Plan. A memorandtun of 
uxideisianding between the Board ofGovernoraandthe Bureau olBUiKhed that. Lhe Board of Ooveniora 
would [Hovide the Bureau a flnal cost eaimate fbethispaymert by September 30, 2014. This prepayment 
represents the amount ^reed to by the Board of Ooveraots and Bureau to ftwd the Federal Reserve Plan 
Trust until (he final cost estimate is ctmiplete. Tlie amouia is calculated using actuarial 
assuiqicions. Other prepayments include subscriptions and oOier miscellaneous items. 
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Financial Statement 


NO TH 7. OTHER I JABiLi TIES 

t>th« halMlitu-! Stpt«rf*M 30. 201 1 coiwsl of Ar. ftilkwiiig; 



_______ 


Inica^veovneniid U^nbbes 

PuvujB T«ws Pai'sble 

1 

25~.336 

Bseietlls Paeablc 


S'! it 11 


' % 

1.151.377 

With the Piibhc 


i 

1 KS.-lS 

(;ini}slover Beiie6l3 Cnnlribulions 



Aornied Fiawied Pavrofl 


'«.3»5A74 

Uni'undcil I^ae 


\.'h2:i's 


T 

. 9.1^788 


Aii «lll« liaMitwv coiv'itktrd cucient !iabifine<. 

NO! E 8. UA-BILITiriS NOT COVliRED BY BODCJETARY RESODUCIvS 

I.ial'iliim: iKit bybu^tsf)’ (ipmhko» as of S«^>tfinl«-r X\ 2*0 1 omuiu* lcnv<Mif 

$3,082.28^. 

NOTE 9. COMMITMENTS AND CONTINGENCIES 

As ilf»crii>e<! ji) Nott'A.C}‘l>B «.wisijnjinr,flv» IVh^rx) Rcwi’m Rtfbiirirn'ni R*i fdr^vrtnifi 

related to ciii|iJuytr-s, iransfcin-d ft> <2rPK utkfcr Secliun t064 of tlic IXxlti Fwtk Act. that airi>ll tit tiie 
Plan. A» ilcscnHed in note l.O.etnplovws '‘•ill brpveii tl>r o]t|s<>(ttauty In elect lowtroll iiittt die Plan (Voiu 
jariuat)'21. 2012ii>Ji«io»ry SlXSOI.^thttefoic tlic nunibtr t»f entfiloyeej that will elect to enroll in tlw Wan is 
not )(jKiwnasnfScpunTd>e(3i>. 2011. ('/.nKcqtimtly. a atniin^ent lialtiiity and rrlAt«icx)stTi«e ure .iv^i 
re<»^i2<«l «• ■>»' Sr|«innl>cr 3<^ 3.>J I. Iimsmiw (he aimtHint to tw teimtstnitotl is rn't tneatnridtle. 
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NOT!i iO. INTRAGOVfvRNMtiNTAI. COS AND liXCM ANGJi RlvVENUB 

«Kts andmtjagp'fK'XHoMidtsdMt^ferTnsoe j^kkIs luni *t.'rvict'» pnnutod 

b«v»«ii wo tfpoKKigeQtiQn vitim fte Pesfetal gove/nment. «Ki afp in contrast to tlwsc with non ftrlcr^ 
fniitk-s {liw p(id4ic). Sud> costs «id rewmue an* sumiarim! as t'oUows: 





Intn^svptmrirtiNJ Cmts 

Pulilic Cotl* 

12.SS.\8f>4 


2i.H31.63B 

' /'Net Cc^wtW'Sducpiioo and Ea*a¥«nat» Cost ••• 

5 22,831,038 

Rs'sfardi, Matkws. imH Rtfifaiimis 
|j«n^H>vcnMiicsilid Costs 

Pld>3ii:0»ts 

RTiaits 





Si^xTcision, Ktil'otcrtJh'ni, Vsat i.fnsinp.and <>p)Kitiiu)ity 

Imtt^wennnetttal Coils 

Public Oists 

$ 20.482,(»9 
^3,528.319 

I'obtl Ptoimsii Costs 

47.011.018 

teeSSI5>!SW»R«?«?PS1?»5S?^^ 


Total Intfupjvvmmmial (^sls 

Tnial P.«icti>M» 

J 37,177.tS66 
•1& 150,928 

Total Ptojrrarn <i»5is 
l^s; Total Public Ranwsl Kltvniie 

8S,.32&59'1 
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NO! li 11. BB<;iNNlNG BAlANC^IiS 

Cin’Bvrais I'trsbfishalOTldvil, 20U>^Klli»jminBrt^»:t>ncyu> Used wat 2‘)K>. whicli tflaieJ yruiianly w 
«i iiWiid ftUKi mn$fer t«wwi firan «he P«l«d Rfswe B*ik. 

-M! iujR>uiiis liic ^ tfK pciiod «nded Sqjtcirfxt 3010; 


Finch R^orived from Fcdrrtd Rn^crc 

0)>er«tii^ CmGE 

i 

EISiH 


f 

m^ss 

(\bkIs Avaitahie for 

$ 

ItsWUiVl 

OliiiyaiKm' (itrutted 


o.2t9<>vii 


‘ $ 

9,200,000 


NOTIi 12. APP0RTI0NMI:MI CAnXJORnS OF OBLIGATIONS INCIJURED 

ol)iia4lions incurred arc charactcri/cd as Catc^’ C, t-i^empt front <\ppCTlkmmenl (ic. nol 
appottimed), on the Sutement of liudg*a#r>’ Resources. OHligafions incuiTedand reported in the 
Statement ofBudgeUr) Kciourceii in riscaJ >ear 201 1 consisted oftite foibwing; 



26n 1 

IJintct ()hli>>alioiK. (jii«ir)fvC 

i t2.V^29.7«t 




NOTL 13. UNDITJVIvRLl) ORDERS A1 TUB IvND OF rilB PERIOD 

StiHmiciit of FederaJ Fiiuix-id AccoiuitHip No. "i. AixiMifiiig JirHremif /mJO/b»r 

ahdCaiUfpis Jtr >ihJ that llie anxiuni of hii<i((t-r>l(y 

oWipwoi (or taidriivtuKl onicts al tl»cciidc»f dtf pcmaisiKmJiiltcdiadoiiw!. Cl'PU'? t.liidrfivcrwt Ortim 
reptcrcni obligated aowxaitj desigjiated for jMtyiornt oCpoodi <«td jervioe* aitleimi tnit not iiecnvn'J. 

liixlrtiv^'rcd C>rU^» as. ,rf'Septma>er Mt. 2trt 1 $5^36^■»69. 
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NOl li 14. RliCX)NaUAriON OI- NICT C()S I’ TO BUIKHi l 


rcc<HKSed itt budgrtdiy oblif^tjons arid tiut iHidyrtiny tcs-otiK^'s av>ii!al'li- to its (k-i oosI of 

•^wftonj for the }•«» mtfed 50. Sn 1, 


1 <\>i DiSurs) 

2W1 1 

Rcnoncce)! ITscd tn Fhnftce ActmUcst 


Hiaip-Wiy Resources OWigaied 

Citl4tt>alio<x< Incurred 


latsM 5^nulins> AtrtiwdwPtomC^MlinfrCx^'CTioof and Kecwi-rnsj 

Leas: Offsettinf R(«ipts 

Net Oblip«L«s 

Other Resouttea 


InMMrtnl Rnannne From Own Ahwilxxl Be Others 

1.6‘l,V752 

Totid RescMirws Used to Finance Actjeitiei 

i:5.«iV5l3 


Rvsouicca Udcti lu I'inuncc iictna Not Pan of the Net Coal of Operatioost 
III liu^iary- Ke^ouiccs Obiipai«d Foe Goods, 


Siwvtces »s«i Bcneiitt OttiCKd But Not Yet Provided 

Rf»ourre« That IXnansv rtK- Acrpiisiiion of Assets 

(i.S'7(.,50n 

Total Rf'tawces 1 bixl ii> Fhwik:^ Itwtw Sot Part ttf Net Casrt of f.^ixrations 


'iotal Retvxirces Ihwt to Finance the Net Out of CHtewti.mj 

8i.HT.WK) 

CompoiientH of the NctOuii of Opeiutionii Thot Vi tll Niu Require or 
Generate Revourcta in tire Currcni Pcruxl: 

OmiponcnH Kaxii*'"''? Oerienmnp Rcs'xitw >n Future Perioth 
liicnsK’ In Animd laiave Ijahiliiy 
l2(>ni|Kxiaitt Not Reqmnty ijr Ceiienttuie Re»«urceii 

Depmsatron aiai Anmrtiration 

I'trtier 

,\982.2S5 

3()f.A77 

iT,l)68> 

TokJf^tr^totiwujo} Nclf^si ol t>p»fttiK>ii» [liat l^ill Not Reqtureor 
fJencniie Resoiuves in Tl»e Caurciu Pettod 

4.181, 

:tif«f'CoS'^«S*wAxti '' 

1 


NOTK 15. piu:sii)i;nt'S BuiKurr 

SMli'tnnil ol'hwJewi Ftoajictd .'Vccoiaititip Siaidafijs No. R.wtwtfurfOMrr ,Vo»f»vi' 

itndC.KHtpia aitiViiktraiti Aa^atut^ r<\)iiiivs trx^iJaiwtiotisorrnittvnai dilTercrti:*' 
I'flwiTTi am;>ijnlt rqxirtcd in the SWhnmitf of Bi»%nrtiy Rcs<»icc<r' wnl lln? sictupil liiiinmri's in the 

of tlw' i-'iuttd States Govniinieiii ;Pfes«k-iii> Bi*!p-t., I kwei'ct, ttn^ Piviiikiit;* Hndjtei ilinl will 
tiidiKic fiscal you- S'l I actual buc%>-*t«y esecutioii inlontwtioti !>ai iivil yrt ix-cis |.ioNislifil. nverefore liw 
rtvoni-iiiaoi-m £^' fued rat 2f?1 1 haJanee? wdi W lepoowl next year vimx^ CIFPIJ vs a tirsi war (mlity. 
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Appendix I: Management’s Report on Internal 
Control over Financial Reporting 



• 80 ' i. Si'WM NW. OC 


Niwetrfjer?, 201 1 


Con^xrolkr General of the Urattd States 

44lGStreet.NW 

WashingODn,DC2C548 

Dear Mr. Dodaro, 

As requiretlbySlOl? of the Dodd-Frank Act, 12 IIS.C § 5497(a)(4)(D), the GjnsumerFmancal 
Prottction Bureau (CFPB) provides this management assertion reganing the effectiveness of internal 
controls that apply to rinanckil reporting bydieCTPB using the standards established in section 35i2(c) 
of Title 3I,Uiwd States Code (contmonly known » the Federal Managers' Financial Integrity Act). 

The CFPB internal controls over financial reporting are processes implemenud by those charged with 
govemance.bytnanagemera, and by other persomwl. TTw objectives of the interrud control are to 
provide reasonable assurance that transactions arc 1) properly iccorded, processed, and summarized to 
pennii the {Mtparadon of financial statements in accordance with U.S. generally accepted accounting 
principles, and asseu are safeguarded gainst loss from unauthorized acquisition, use, or disposition and 
2) executed in accordance with laws governing the use of budget authority and other laws that could 
have a direa and material effea on the financial statements. 

QTB management is responsible for establishing and maintaining effective internal contitJs over 
financial reportii^. The C7PB conducted hs assessment of the enectiveness of these internal controls 
based on the criteria required by the Dodd-Fraidt Act Based on this evaluation, the CFPB can provide 
reasonable assurance that hs imerrul controls over financial reporting as of September 30, 2011 were 
operanngeffcctivelyand that no material weaknesses were found in the design oroperadon of these 
internal controls. 

Raj Dace 

Special Advisor to the Secretary of the Treasury 
for the Consumer Fiiuncial Protection Bureau 


Stephen Agosuni 

Ouef Financial Officer 

Consumer Financial Proieaion Bureau 


/ Actins Diputy Qwf Fina 


/ Acting Deputy Qwf Firemdal Officer 
Qonsumer FinaiKial Piweaion Bureau 
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Appendix II: Comments from the Bureau of 
Consumer Financial Protection 



'80' 5l<vei ''JiV, OC 2riQ36 


November 9, 2)1 1 

Mi. Stcvm j. !>ebaatian 

Director, Ftnanciat Msna^ment utd Aisunnce 
Govemmcni AccountalaUty Office 
441 G Street. NW 
Washinpon. DC 20548 

Dear Mr. Sebastian, 

] appreciate the o{^>orninity to respond to die Covemment Accountability Ofttcc's (GAO) draft audit report 
tided, I'iiUMtu/ .‘iiiAl: htirtaiiafCana<mtrFiiia»cuuPn>leetia*'iVuailYtar?.OII Finanoj/ Suieratsli {QAO-H-lfll!), 
and want to thank you and your staff for your dedicated efforts and for working with us to meet the audit 
r«(uirementa in the short time available. 

We are pleased that, in thU first bill fiscal year, GAO’i auditors rendered an “unqualified” or “clean” audit 
t^uiioo, which means (hey found that the CPPB financial statements are presented fairly, in all matccial 
respects, and in conformity with U.S. gaicrally accepted accounting principiesi chat CI'Tl) maintained, in all 
material respects, effective internal control over Qnancia! reportiiij? and that there were no instances of 
reportabk noncompbance with laws and regutauons lested by GAO. 

This first year was challenging for the CITB. and I am proud of how we have met that chdlenge. Our 
primary goal was the establishment and standing-up of CFPB operations one year after enactment of the 
Dodd- I’rank Act It look considerable effort to achieve diisgoal - from developing an organisation 
structure, to hiring personnel, to establishing required support structures. Obtaining an unqualified audit 
opinion in CFPB’s first luti fiscal year is a true testament to the efforts of the CFPB management and staff. 

In fiscal year 2012, the CFPB will continue to work to enhance our internal controls and ensure the reliabitsty 
of CFPB’s rinanctal reporung, operating pecfuimance, and public confidence in the Bureau's work. The 
CFTB looks forward to working with GAO in future audits and truly appreciates GAO’s work over die past 
fiscal year. 

If ywi have any questions rdating to this response, please contact Freddy Viler, Acting Deputy Chief 
Financial Officer. 



Raj Date 

Speda! Advisor to the Secretary of the Treasury 
for die Consumer Ftnancul Protection Bureau 


lO’Hu.I.irr<.rtdnc<, yov 


(196237) 
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GAO’S Mission 

1 

The Government Accountability Office, the audit, evaluation, and 
investigative arm of Congress, exists to support Congress in meeting its 
constitutional responsibilities and to help improve the performance and 
accountability of the federal government for the American people. GAO 
examines the use of public funds; evaluates federal programs and 
policies; and provides analyses, recommendations, and other assistance 
to help Congress make informed oversight, policy, and funding decisions. 
GAO’S commitment to good government is reflected In its core values of 
accountability, integrity, and reliability. 

Obtaining Copies of 
GAO Reports and 
Testimony 

The fastest and easiest way to obtain copies of GAO documents at no 
cost is through GAO's website (www.gao.gov). Each weekday afternoon, 
GAO posts on its website newly released reports, testimony, and 
correspondence. To have GAO e-maii you a list of newly posted products, 
go to www.gao.gov and select “E-mail Updates." 

Order by Phone 

The price of each GAO publication reflects GAO’s actual cost of 
production and distribution and depends on the number of pages in the 
publication and whether the publication is printed in color or black and 
white. Pricing and ordering information is posted on GAO’s website, 
http://www.gao.gov/ordering.htm. 


Place orders by calling (202) 512-6000, toil free (866) 801-7077, or 

TDD (202)512-2537. 


Orders may be paid for using American Express, Discover Card, 
MasterCard, Visa, check, or money order, Caii for additional information. 

Connect with GAO 

Connect with GAO on Facebook, Flickr, Twitter, and YouTube. 

Subscribe to our RSS Feeds or E-maii Updates. Listen to our Podcasts. 

Visit GAO on the web at www.gao.gov. 

To Report Fraud, 
Waste, and Abuse in 
Federal Programs 

Contact; 

Website: www.gao.gov/fraudnet/fraudnet.htm 

E-mail; fraudnet@gao.gov 

Automated answering system: (800) 424-5454 or (202) 512-7470 

Congressional 

Relations 

Ralph Dawn, Managing Director, dawnr@gao.gov, (202) 512-4400 

U.S. Government Accountability Office, 441 G Street NW, Room 7125 
Washington, DC 20548 

Public Affairs 

■ 

Chuck Young, Managing Director, youngcl@gao,gov, (202) 512-4800 

U.S. Government Accountability Office, 441 G Street NW. Room 7149 
Washington, DC 20548 




Please Print on Recycled Paper 
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Testimony Before Congress by CFPB Officials 


1 . March 16, 2011: Elizabeth Warren before the House Financial Services 
Subcommittee on Financial Institutions and Consumer Credit 

2 . April 12, 2011; Holly Petraeus before the Senate Homeland Security & 
Governmental Affairs Subcommittee on Oversight of Government 
Management, the Federal Workforce, and the District of Columbia 

3. May 24, 2011: Elizabeth Warren before the House Oversight and 
Government Reform Subcommittee on TARP, Financial Services and 
Bailouts of Public and Private Programs 

4. July 7, 2011: Raj Date before the House Financial Services Subcommittees 
on Financial Institutions and Consumer Credit and Oversight and 
Investigations 

5. July 13, 2011: Kelly Cochran before the House Financial Services 
Subcommittee on Insurance, Housing and Community Opportunity 

6. July 14, 2011: Elizabeth Warren before the House Oversight and 
Government Reform Committee 

7. July 28, 2011; Dan Sokolov before the House Small Business 
Subcommittee on Investigations, Oversight and Regulations 

8. September 6, 2011: Richard Cordray Nomination Hearing before the Senate 
Banking Committee 

9. November 2, 2011: Raj Date before the House Financial Services 
Subcommittee on Financial Institutions and Consumer Credit 

10. November 3, 2011: Holly Petraeus before the Senate Banking Committee 

1 1. November 15, 2011: Skip Humphrey before the Senate Banking 
Subcommittee on Financial Institutions and Consumer Protection 

12 . January 24, 2012: Richard Cordray before the House Oversight and 
Government Reform Subcommittee on TARP, Financial Services and 
Bailouts of Public and Private Programs 
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